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CHAPTER  I 


INTRODUCTION 

The  theme  of  this  study  is  the  fiscal  development  of 
Ghana.  Its  evolution  has  been  and  is  still  being  shaped  by  political  and 
economic  changes  in  the  country,  especially  after  1951  when  Ghana  (form¬ 
erly  the  Gold  Coast)  became  an  autonomous  country.  This  change  in  polit¬ 
ical  status — from  a  colonial  territory  to  a  self-governing  country — 
enabled  its  first  elected,  almost  all  African,  government  to  embark  upon 
an  industrialization  programme  for  the  country. 

Economic  development  is  proceeding  in  Ghana  today  along 
the  lines  of  a  Welfare  State.  But  planned  economic  development  entails 
decisions  on  allocation  of  funds  and  other  resources  between  the  private 
and  public  sectors;  consequently  there  are  important  taxation  and  public 
debt  issues.  Other  sources  of  funds  are  grants  and  loans  from  foreign 
governments  and  private  investment  by  foreigners. 

Attempts  at  securing  the  needed  funds  from  sources  other 
than  taxation^by  monetary  and  trade  policies,  and  through  international 
agreements  have  not  produced  encouraging  results  so  far.  The  local  money 
market  and  other  financial  institutions  are  not  sufficiently  developed  to 
enable  the  government  to  borrow  substantially  from  the  public •  Foreign 
lenders  have  not  been  willing  to  meet  Ghana’s  financial  needs  nor  is 
Ghana,  unlike  Egypt,  prepared  to  barter  its  only  important  export  crop, 
cocoa,  for  capital  investment. 
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Even  though  the  tax  base  is  meagre  and  the  system  undevel¬ 
oped,  it  is  at  present  the  only  major  source  of  revenue  for  economic  de¬ 
velopment.  The  government,  using  budget  policy,  is  not  only  providing 
collective  services  to  the  people  of  Ghana,  but  is  also  establishing  pub¬ 
lic  utilities  and  many  small  infant  industries  which  supply  particular 
goods  and  services  to  the  citizens.  Evolving  political,  social  and  eco¬ 
nomic  conditions  in  the  country  and  the  absence  of  both  foreign  assist¬ 
ance  and  foreign  investment  have  compelled  the  government  to  follow  a 
policy  of  "planned  economy".  Under  these  circumstances  budget  policy  has 
therefore  become  an  effective  instrument  to  achieve  the  political  ends. 

From  a  comparatively  primitive  and  backward  stage,  the 
Gold  Coast  suddenly  emerged  as  an  independent  state  in  March,  1957.  But 
its  economic  backwardness  still  remains. 

A  country  occupying  an  area  of  91,343  sq.  miles  with  a 
population  of  nearly  five  million  and  a  per  capita  income  of  £57  ster¬ 
ling-*-  is  now  grappling  with  the  problem  of  its  economic  development.  The 
present  economy  is  fragile.  Cocoa  is  its  mainstay,  but  it  is  very  sensi¬ 
tive  to  vagaries  of  world  trade  and  to  climatic  conditions  and  pests 
(e.  g.  swollen  shoot  disease).  F ew  individuals  in  Ghana  at  present  have 
either  the  capital,  the  skill  or  the  enterprising  zeal  that  helped  the 
western  countries  develop  economically. 

It  has,  therefore,  become  incumbent  upon  the  present  gov¬ 
ernment,  for  political  and  for  social  reasons,  to  organize  economic  and 

^Ghana  Government  Statistician:  Economic  Survey  1957 »  Table  3.  Po31 
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non-economic  activities  so  as  to  raise  the  standard  of  living  for  all. 
This  has  greatly  increased  government  activity  in  the  econoiny. 

Factors  inducing  this  wholesale  economic  modernization 
other  than  the  desire  to  overcome  poverty  and  disease  are  several.  Some 
of  these  factors  are :  (a)  a  strong  self-conscious  nationalism  to  pre¬ 

serve  independence  and  freedom  from  foreign  political  or  economic  domina¬ 
tion,  real  or  imagined;  (b)  the  desire  for  the  means  of  national  defence 
and  security;  and  (c)  the  desire  for  national  and  personal  respect,  sta¬ 
tus,  prestige  and  importance  in  the  world  which  experience  shows  is  not 
readily  accorded  to  backward  countries  or  to  their  citizens  (as  one 
Pakistani  put  it,  "we  want  freedom  from  contempt"). 

The  problem  of  financing  economic  development,  which  is 
all  embracing  and  requires  more  money  than  Ghanaians  could  pay  in  taxes, 
is  acute  and  urgent.  Until  1940  there  was  no  such  thing  as  direct  taxa¬ 
tion  in  Ghana.  The  cost  of  colonial  administration  was  met  from  local 
indirect  taxation  and  from  the  treasury  of  the  United  Kingdom  whenever 
there  was  a  budget  deficit.  For  most  of  the  African  dependent  territo¬ 
ries  (including  Gold  Coast,  now  Ghana)  the  problem  of  public  finance  was 
a  problem  of  constructing,  and  then  of  maintaining,  the  essential  frame¬ 
work  of  administrative  equipment. 

Between  1913  and  1925  the  funded  debt  of  the  British  col¬ 
onial  territories  in  West  Africa  (including  the  Gold  Coast,  now  Ghana) 
increased  from  £12.5  million  to  £63.7  million  and  increased  further  to 
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£95*7  million  between  the  years  1925  and  1932,  partly  because  of  a  new 
artificial  harbour  construction  at  Takoradi  and  partly  because  of  person¬ 
nel  emoluments  and  allowances  for  the  Europeans  in  the  administrative 
service  which,  it  was  claimed,  was  over  staffed.  This  resulted  in  a  re¬ 
duction  of  the  European  establishment  in  the  Gold  Coast  Service  from 
1,281  to  k 37  people  between  1929  and  1932.  The  government  became  very 
short  of  funds  during  this  period  because  of  opposition  raised  by  the 
Ghanaians  to  the  imposition  of  income  tax  or  any  form  of  taxation. 

Like  the  Americans  in  the  days  of  George  III  or  the  Brit¬ 
ish  radicals  of  the  18th  century  who  appealed  for  "breakfast  without  tax" 
when  income  tax  was  first  introduced  in  Great  Britain  in  1799  bv  Pitt, 
the  Africans  in  a  similar  tone  in  1897  objected  to  any  taxation  without 
their  consent.  Their  arguments  were  based  on  the  grounds  that  the  Bond 
of  182+4^  and  the  Ordinance  of  1897^  signed  with  the  British  Government  on 
behalf  of  the  British  Queen  at  that  time  did  not  in  any  way  permit  the 
United  Kingdom  government  to  limit  the  Africans'  rights  without  their 
consent.  Thus  any  imposition  of  a  tax  upon  them  was  construed  as  an  en¬ 
croachment  upon  their  inalienable  rights. 

Nonetheless,  indirect  taxation  in  kind  was  introduced  and 
was  formally  instituted  in  1913  by  the  Colonial  Governor.  This  marked 
the  beginning  of  fiscal  policy  in  the  history  of  Ghana  as  an  established 
institution  of  government  finance.  Its  development  since  then  has  been 

2 

See  Chapter  II 
3 See  ibid. 
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slow  and  sometimes  stagnant  because  of  the  early  frustrating  pace  at 
which  Ghana's  economic  and  political  development  was  set,  if  there  was 
such  a  policy  at  all.  Experience  and  records  show  that  until  1938  and 
possibly  after  the  Second  World  War,  there  was  no  deliberate  and  consis¬ 
tent  colonial  government  policy  to  foster  or  to  take  positive  steps  of 
diversifying  Ghana's  economy. 

Upon  this  premise  we  can  safely  say  that  fiscal  policy — 
the  conduct  of  government  expenditures,  revenues  and  debt  management  in 
such  a  way  as  to  take  fully  into  account  the  effect  of  these  operations 
on  the  allocation  of  resources  and  the  flow  of  funds  for  economic  devel¬ 
opment — as  it  is  known  today  was  practically  non-existent  in  the  early 
forties  in  Ghana.  The  Cocoa  Pool  of  1937^  with  its  adverse  economic  re¬ 
percussions,  the  continued  restlessness  of  some  members  of  the  Ghanaian 


4  During  the  main  cocoa  season  in  September  1937  all  the  major  Euro¬ 
pean  cocoa  buying  agents  in  Ghana  formed  a  combine  and  agreed  thencefor¬ 
ward  not  to  compete  for  the  yearly  cocoa  produce.  They  also  agreed  among 
themselves  at  what  price  per  load  of  60  lb.  of  cocoa  each  buyer  would  pay 
the  cocoa  farmers  regardless  of  the  world  cocoa  price  during  the  boom. 

Following  this  agreement,  the  European  buying  agents  set  the  cocoa 
price  for  1937  crop  season  at  five  shillings  per  load  whilst  the  world 
price  (London  f.o.b.)  per  load  was  25  shillings  and  ten  pence  half  penny 
(25s  10gd).  sterling.  The  farmers,  through  instigation  of  one  Dr.  Danquah, 
a  Ghanaian  lawyer,  refused  to  sell  their  produce  to  the  buying  agents  and 
then  appealed  to  the  Colonial  Governor  through  their  tribal  chiefs.  Dur¬ 
ing  this  period  when  the  cocoa  farmers  were  holding  back  the  cocoa  from 
the  market,  they  suffered  financially  because  cocoa  was  their  only  major 
cash  crop.  Consequently,  this  economic  privation  became  a  political  is¬ 
sue  which  resulted  in  sending  a  Chiefs'  delegation  to  London,  England  to 
meet  the  Colonial  Secretary.  A  Royal  Commission  was  subsequently  appoint¬ 
ed  by  the  Colonial  Secretary,  to  inquire  into  the  marketing  of  the  whole 
British  West  African  cocoa. 

As  a  result  of  the  Report  of  the  Royal  Commission,  the  European  Co¬ 
coa  Pool  was  broken  up  and  the  colonial  administration  set  up  a  West  Afri¬ 
can  Cocoa  Board  in  1939  with  a  head  office  in  Accra,  Ghana,  on  behalf  of 
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all  cocoa  farmers  in  the  British  West  Africa.  The  Board  was  given  (a)  a 
monopoly  of  marketing  the  yearly  cocoa  produce,  (b)  powers  to  fix  local 
price  in  consultation  with  farmers  representatives  for  each  cocoa  harvest 
season  and  (c)  to  establish  a  Stabilization  Fund  from  which  price  would 
be  supported  whenever  the  world  price  dropped  below  the  Board’s  fixed 
price. 

In  1949  the  Board  was  reconstituted  and  decentralized  with  each  ter¬ 
ritory  having  its  own  Board.  Thus  the  name  was  changed  to  Ghana  (Gold 
Coast)  Cocoa  Marketing  Board  with  the  same  powers  and  duties.  Since  194& 
some  percentage  of  the  Board’s  reserve  funds  has  been  channelled  to  de¬ 
velopment  projects  such  as  education  and  health  services  in  the  country, 
until  most  of  the  reserves  are  now  devoted  to  the  country’s  industriali¬ 
zation  programme,  either  by  grants  or  in  loans  to  the  Government  of  Ghana. 

-  See  also  Great  Britain,  Colonial  Office,  Report  of  the  Commission  on 
the  Marketing  of  West  Africa  Cocoa  193 p.  190 


intelligentsia  and  the  agitation  and  demands  of  the  Second  World  War 
Ghanaian  veterans  precipitated  rapid  social  and  political  changes  in  the 
country. 5  Following  these  rapid  changes,  the  scope  of  colonial  govern¬ 
ment  activity  began  to  widen  greatly;  it  made  some  of  the  citizens  real¬ 
ize  fully  the  necessity  to  pay  all  kinds  of  taxes  in  order  that  individ¬ 
ual  and  communal  wants  might  be  satisfied. 

In  response  to  popular  clamour  for  rapid  economic  and  so¬ 
cial  modernization,  the  first  African  government  in  1951  assumed  complete 
State  responsibility  of  Ghana's  industrialization  with  fiscal  policy  as 
the  most  effective  weapon  at  present  to  achieve  the  goal.  Consequently, 
fiscal  measures  have  gradually  evolved  from  a  moribund  stage  to  a  very 
active  one  and  are  now  heavily  relied  upon  as  the  most  effective  means  in 
the  government's  economic  development  programme.  In  fostering  economic 
growth,  the  government  is  now  utilizing  idle  resources  and  thereby  stimu- 


^Watson  Commission  Report  on  Disturbances  in  the  Gold  Coast,  1948- 

Colonial  No.  232,  H.M.  Stationery  Office,  London,  194#. 
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lating  growth  of  the  African  private  sector  in  the  economy.  The  expan¬ 
sion  of  government  activity  which  is  now  making  fiscal  measures  felt  is 
a  reflection  of  a  general  change  in  the  political  climate  which  emerged 
after  the  Cocoa  Pool  of  1937  and  the  Second  World  War. 

What  are  the  chances  of  Ghana’s  success  with  fiscal  pol¬ 
icy  as  the  means  for  its  economic  development?  Later  in  this  study  an 
attempt  will  be  made  to  assess  the  possible  chances  of  success  of  Ghana 
in  relying  so  heavily  on  its  fiscal  measures  for  industrial  development 
of  the  country.  For  the  time  being,  so  great  has  been  the  influence  of 
Ghana  politics  on  fiscal  evolution  that  a  full  understanding  of  it  re¬ 
quires  some  historical  background  of  the  country’s  political  scene. 


CHAPTER  II 


HISTORICAL  BACKGROUND  OF  GHANA 

Gold,  ivory,  spices,  slaves,  cocoa.  These  words  sum  up 
the  story  of  Ghana  (formerly  the  Gold  Coast)  since  14S2  when  Portuguese 
navigators  first  landed  on  the  shores  of  the  country.  At  first,  it  was 
the  lure  of  gold  that  brought  the  Portuguese  to  the  coast  of  Guinea.  The 
name  Gold  Coast  was  given  to  this  part  of  the  coast  of  West  Africa  by  the 
Portuguese  traders  and  adventurers  in  the  fifteenth  century  who  found 
gold  to  be  in  common  use  among  the  Ghanaians  at  that  time.  The  country 
today  includes  four  distinct  territories,  Southern  Ghana  (formerly  the 
Gold  Coast  Colony),  Ashanti  Region,  Northern  Ghana  (formerly  the  Northern 
Territories)  and  Volta  Region  (formerly  a  Mandated  Territory  under  the 
defunct  League  of  Nations,  and  later  under  United  Nations  Trusteeship  but 
administered  by  the  United  Kingdom).  Each  region,  with  its  own  distinc¬ 
tive  history  and  characteristics,  came  under  British  rule  through  amal¬ 
gamation  by  successive  steps  under  different  political  conditions. 

Until  British  control  in  1901,  the  Portuguese  were  the 
"masters";  trading  at  first  in  gold,  ivory,  spices  and  finally  in  slaves. 
In  the  sixteenth  century,  as  a  result  of  the  Spanish  conquest  of  the  West 
Indies,  there  arose  a  permanent  demand  for  African  workers.  This  gave 
rise  to  the  slave  trade  that  lasted  about  three  hundred  years. 

By  1750,  the  English,  the  Dutch,  the  Spanish  and  the  Danes 
had  settlements  on  the  coast  and  all  these  European  nations  joined  in  the 
slave  trade.  Their  forts  and  castles  on  the  coast  were  but  trading  out- 
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posts,  and  a  battleground  for  European  wars  betxveen  themselves.  By  1901 
the  United  Kingdom  had  assumed  control  of  all  British  and  other  European 
trading  settlements  on  the  coast  and  had  earlier  signed  a  friendship- 
treaty  (known  as  the  Bond  of  1844)  with  the  tribal  chiefs  of  the  Fanti 
Confederacy. 1 

The  terms  of  the  Bond  of  1844  bound  the  tribal  chiefs  to 
acknowledge  the  Queen* s  jurisdiction,  to  abolish  human  sacrifice,  and  to 
submit  certain  crimes  to  the  decision  of  the  Queen’s  judicial  officers 
sitting  with  the  tribal  chiefs.  In  return,  the  British  authorities  prom¬ 
ised  to  help  the  chiefs  develop  the  country  within  a  hundred  year  period 
and  thereafter  to  hand  over  the  administration  to  the  chiefs  and  their 
people. 

By  friendly  co-operation  with  neighbouring  tribes,  British 
protection  and  jurisdiction  was  gradually  extended  beyond  the  immediate 
vicinity  of  the  forts  and  trading  settlements  in  the  forties  and  fifties 
of  the  nineteenth  century.  Within  this  area  the  administration  was  gen¬ 
erally  stable  although  disturbed  from  time  to  time  by  tribal  wars.  Be¬ 
tween  1826  and  1900  the  British  and  the  Fanti  tribes  engaged  in  a  long 
series  of  campaigns  against  the  raiding  Ashantis  of  the  interior.  Defeat 
of  the  Ashantis  brought  them  under  the  British  administration. 

In  1896  treaties  of  trade  and  protection  were  concluded 
with  several  tribes  north  of  Ashanti  and  a  protectorate  over  the  area  now 
known  as  Northern  Ghana  (formerly  the  Northern  Territories)  was  estab- 

1W.  E.  Ward,  A  Short  History  of  the  Gold  Coast,  Longmans  &  Green  Co., 
London,  1938,  pp.  1-50. 
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lished.  The  Boundary  Commission  in  1898  and  1899  delimited  the  borders 
of  the  Gold  Coast  and  the  neighbouring  French  and  German  African  terri¬ 
tories.  The  British  jurisdiction  was  clarified  in  1901  by  British  gov¬ 
ernment  Order s-in-Council  which  declared  as  a  Colony  by  settlement  all 
territories  in  the  Gold  Coast  south  of  Ashanti;  declared  Ashanti  a  colo¬ 
ny  by  conquest,  and  the  Northern  Territories  (now  Northern  Ghana)  a  Pro¬ 
tectorate  under  the  Foreign  Jurisdiction  Act  of  3.890.  It  was  in  1901 
that  the  British  assumed  full  responsibility  for  the  government  of  the 
Gold  Coast  and  its  hinterland. 

The  Gold  Coast,  preoccupied  with  political  problems,  neg¬ 
lected  for  many  years  any  attempt  to  develop  government  finance  or  to 
integrate  into  the  machinery  of  government  the  organizations  headed  by 
the  traditional  native  authorities.  In  comparison  with  other  territo¬ 
ries,  such  as  Southern  Rhodesia,  it  was  noticeably  backward  in  the  expan¬ 
sion  of  local  economic  and  social  services.  The  Ordinance  of  1878  which 
empowered  the  traditional  chiefs  "to  enact  by-laws  and  to  establish  tri¬ 
bunals  in  order  to  try  breaches  of  those  laws,  and  to  exercise  minor  civ¬ 
il  and  criminal  jurisdiction"^  was  misinterpreted  by  the  tribal  chiefs. 
Like  the  Bond  of  1844,  the  chiefs  again  construed  the  Ordinance  of  1878 
as  the  recognition  of  inalienable  rights  possessed  by  them  and  also  a  le¬ 
gal  warranty  for  their  claim  that  no  further  limitations  would  be  imposed 
on  their  authority  without  their  prime  consent.  Such  consent  they  would 
never  give.  They  therefore  considered  imposition  of  any  form  of  taxation 

2 

Great  Britain,  Colonial  Office,  Ordinance  of  1877,  Sections  1-10 
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as  an  infringement  on  their  rights.  This  political  attitude  constrained 
the  effective  use  of  taxation  by  the  colonial  administration  to  obtain 
adequate  funds  to  meet  public  expenditure. 

Nonetheless,  each  tribal  chief’s  household  during  that 
period  was  maintained  by  his  servants  and  by  barter.  It  was  not  a  money 
economy,  and  life  at  that  time  was  so  simple  that  a  little  revenue  in 
kind  would  meet  the  household’s  needs.  The  chiefs  being  preoccupied  with 
tribal  wars,  did  little  to  develop  the  economy.  Since  military  service 
was  obligatory  it  required  no  payment.  The  British  administration  became 
increasingly  concerned  with  continual  tribal  wars  for  th ey  disturbed  the 
stability  of  the  territories  and  thus  threatened  British  trade  settle¬ 
ments.  The  maintenance  of  order  necessitated  control  over  the  chiefs 
which  prejudiced  the  traditional  organization  of  tribal  authority.  How¬ 
ever,  by  1924  the  chiefs  had  been  brought  under  control,  and  a  mixture 
of  direct  and  indirect  rule  in  Ghana  was  firmly  established.  Native  tri¬ 
bunals  were  appointed  by  the  Colonial  government  which  later  developed 
into  urban  and  rural  governments.  The  administration  of  these  tribunals 
was  usual^  ineffective  because  of  interference  by  tribal  chiefs  who  of¬ 
ten  tried  to  exert  their  authority  over  the  councils  and  the  local  peo¬ 
ple.  Thus,  invariably,  the  colonial  administration  reluctantly  co¬ 
ordinated  the  local  councils’  activity  with  the  central  machinery. 

The  early  central  machinery  was  complicated.  Ashanti  Re¬ 
gion,  until  1946,  and  Northern  Ghana,  until  1951,  were  administered  di- 
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rectly  by  the  Governor  while  Southern  Ghana  (formerly  the  Gold  Coast  Col¬ 
ony)  was  passing  through  the  early  slow  stages  of  developing  representa¬ 
tive  institutions.  A  legislature  was  set  up  in  what  was  then  the  Colony 
as  early  as  1850,  made  up  almost  entirely  of  English  trading  settlers  and 
the  Governor  as  the  chairman  with  a  deciding  vote.  The  first  African  un¬ 
official  member  was  appointed  to  the  Legislative  Council  in  1888  and  by 
1916  the  unofficial  side  of  the  Council  consisted  of  three  Europeans, 
three  Paramount  Chiefs  and  three  representatives  of  educated  Africans, 
whilst  the  other  members  were  ten  senior  civil  service  officials  with  the 
Governor  as  the  chairman. 

Under  these  arrangements  the  colonial  Governor  was  empow¬ 
ered  to  legislate  by  proclamation  for  the  Ashanti  Region  and  Northern 
Ghana,  whereas  in  legislating  for  Southern  Ghana  he  had  the  advice  of  a 
legislative  council  whose  advice  he  was  authorized  to  ignore  if  he  thought 
fit.  Even  the  1925  constitution  which  widened  the  composition  of  the 
council  did  not  change  the  Governor’s  reserved  powers.  Under  the  1925 
constitution  executive  and  legislative  councils  were  constituted.  The 
former  consisted  of  holders  of  five  senior  official  posts  in  the  Civil 
Service.  In  the  latter,  in  addition  to  these  officials,  were  ten  other 
official  members,  six  tribal  chiefs,  three  members  representing  the  towns 
of  Accra,  Cape  Coast  and  Sekondi  and  ten  other  European  unofficial  mem¬ 
bers.  The  six  tribal  chiefs  were  always  Governor’s  nominees.  During 
these  years  the  administration  was  completely  in  the  hands  of  the  Colonial 
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Governor  and  his  officials  until  public  agitation  for  political  changes 
was  intensified  by  economic  unrest  concerning  cocoa  marketing  and  diver¬ 
sification  of  Ghana’s  economy.  Perhaps  this  rising  local  discontent 
prompted  a  change  in  colonial  philosophy. 

To  meet  the  agitation  of  the  farmers  against  the  Cocoa 
Pool  of  1937^  the  colonial  government  established  in  1939  the  West  Afri¬ 
can  Cocoa  Board — (later  reconstituted  and  renamed  Ghana  Cocoa  Marketing 
Board) — as  a  public  marketing  agency  on  behalf  of  the  farmers.  Regarding 
Ghana's  demands  for  economic  development,  the  Colonial  Office  was  reluc¬ 
tant  to  be  directly  involved  in  an  industrialization  programme.  The  Co¬ 
lonial  Office  decided  that  the  financial  backing  necessary  for  develop¬ 
ment  of  resources  in  Ghana  was  to  be  supplied  by  the  private  sector.  But 
further  public  expenditure  involved  in  the  development  of  administrative 
and  social  services  was  to  be  met  entirely  from  the  revenues  of  the  Gold 
Coast  (now  Ghana). 

In  1940*  this  economic  policy  of  laissez  faire  was  modi¬ 
fied  partly  because  of  Ghana's  persistent  demands  through  successive  del¬ 
egations  to  the  Colonial  Office  and  partly  as  a  result  of  the  altered 
climate  of  ideas  which  had  begun  to  show  itself  even  before  the  outbreak 
of  the  Second  World  War.  British  public  opinion  was  adverse  to  the  tran¬ 
sition  into  the  colonial  sphere  of  the  outmoded  laissez  faire  principles 
of  the  Victoria  era.  It  was  asserted  that  if  the  pace  of  economic  devel¬ 
opment  in  Ghana  was  to  be  accelerated  then  there  must  be  State  interven- 


. 

» 

,  J 

~ 

■  «, 

' 


r 

<* 

-  14  - 


tion.  A  more  constructive  approach  was  required  from  the  State  than  that 
involved  in  the  building  and  maintenance  of  a  few  lines  of  communication 
to  the  mining  villages.  This,  apart  from  the  Cocoa  Marketing  Board,  was 
the  only  aspect  of  economic  development  pursued  by  the  colonial  adminis¬ 
tration.  It  was  only  by  active  State  intervention  that  socio-economic 
conditions  would  be  ameliorated. 

In  Britain,  official  appreciation  of  this  situation  was 
expressed  in  the  Colonial  Development  and  Welfare  Act  of  194-0. ^ 

Politics  and  economics  are,  of  course,  complementary.  In 
fact,  they  are  inseparable.  The  British  administration  believed  that  a 
slight  change  in  colonial  policy  might  meet  the  demands  of  the  tribal 
chiefs  and  Ghana* s  educated  men  who  were  then  asking  for  more  represen¬ 
tation  in  the  central  legislature.  The  Colonial  Office  contended  that 


3  This  was  the  outcome  of  the  Moyne  Commission  Report.  A  Royal  Com¬ 
mission  had  been  appointed  by  United  Kingdom  Government  in  193 S  with  Lord 
Moyne  as  chairman  to  investigate  agricultural  marketing  problems  of  the 
West  Indies.  The  report  of  the  Commission  was  presented  to  United  King¬ 
dom  Parliament  in  1940.  The  Government  decided,  primarily  as  an  act  of 
faith  and  as  an  expression  of  its  intentions  to  transfer  the  main  recom¬ 
mendations  of  the  Royal  Commission  from  its  limited  context  of  the  West 
Indies  to  the  whole  of  the  Colonial  Empire . 

The  Colonial  Secretary  in  introducing  the  1940  Colonial  Development 
and  Welfare  Bill  (designed  to  implement  the  new  policy  based  on  the  Moyne 
Report),  emphasised  that  this  implied  a  change  in  the  official  British 
approach  to  the  problems  of  colonial  development — 

"that  Britain  contribute  directly . towards  the  develop¬ 

ment  in  the  widest  sense  of  word  of  the  colonial  peoples." 

See  also:  Great  Britain,  Hansard  Parliamentary  Debates,  21st  May  1940, 
col.  45 • 


Great  Britain,  Colonial  Office.  Statement  of  Policy  on  Colo¬ 
nial  Development  and  Welfare,  Command  Paper  No.  6175,  1940 
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Africans  would  gain  more  from  native  administration  (local  government) 
than  from  one  in  which  administration  was  based  on  some  form  of  represen¬ 
tative  government,  which  the  Colonial  Office  thought  was  alien  to  Africans, 

Few  of  the  colonial  officials  could  have  envisaged  the  final 
goal  of  colonial  policy  as  the  achievement  of  self-gcvernrnent  in  the  form 
which  it  is  now  developing.  For  the  most  part  they  only  set  their  eyes  on 
the  immediate  benefits  which  a  native  authority  system  seemed  to  promise: 
(a)  giving  Ghanaians  (then  the  Gold  Coasters)  some  of  the  benefits  of  west¬ 
ern  civilization  without  changing  or  disturbing  the  indigenous  social  in¬ 
stitutions  (which  appears  impossible,  for  there  is  bound  to  be  a  change  of 
culture  as  long  as  an  African  is  exposed  to  other  cultures),  (b)  the  growth 
of  native  responsibility  for  the  management  of  local  affairs  and  for  the 
improvement  of  local  conditions,  and  (c)  the  hope  that  through  this  appli¬ 
cation  the  Gold  Coast  people  might  be  able  to  develop  for  themselves  the 
type  of  political  institutions  best  suited  to  their  own  surroundings. 

This,  in  essence,  meant  indirect  rule.  The  expression  of  electorate  opin¬ 
ion  through  a  ballot  was  dianissed  as  inconceivable. 

All  in  all,  it  was  believed  that  the  establishment  of  the 
Ghana  Cocoa  Marketing  Board  and  the  programme  of  the  Colonial  Development 
Fund  would  meet  fully  the  demands  of  the  farmers,  the  tribal  chiefs,  the 
educated  men  and  the  public  generally  and  therefore  forestall  the  rising 
spirit  of  Africanism  which  was  being  fanned  by  the  "new  man"  in  Ghana. 

It  did,  in  fact,  help  to  cool  off  nationalism  for  a  while  until  it  was 
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overtly  revived  in  1948  by  the  United  Gold  Coast  Convention. 

Ghanaians  welcomed  the  Colonial  Development  and  Welfare 
Funcr*-  which  was  intended  for  social  services,  education,  and  health  but 
were  infuriated  with  the  Colonial  Secretary's  refusal  to  grant  them  more 
representative  in  the  legislature.  Therefore,  the  educated  men  through 
the  tribal  chiefs  continued  to  press  political  demands.  The  continual 
hesitation  of  the  colonial  administration  to  meet  these  demands  led  to 
formation  of  an  "unofficial  political  movement"— the  United  Gold  Coast 
Convention^  in  Ghana — to  fight  for  complete  independence. 

A  new  Colonial  Governor,  Sir  Allan  Burns,  was  posted  to 
Ghana  in  1945*  He  sensed  the  danger^  and  with  Colonial  Office  approval 
he  dre\tf  up  a  new  constitution  in  1946,  often  referred  to  as  "Burns' 
Constitution".  The  Burns'  Constitution  of  1946  which  was  intended  to  give 
the  Africans  more  seats  in  the  Legislature  did  not  appease  the  people, 
especially  the  informed  public.  The  Legislature,  under  this  new  consti¬ 
tution,  constituted  six  European  official  members,  six  unofficial  members 


In  the  Gold  Coast  the  heads  of  department  were  invited  to  prepare 
ten-year  plans  on  an  individual  basis  and  without  regard  to  the  amount 
of  funds  which  were  eventually  to  be  available  for  distribution.  Mean¬ 
while  a  financial  survey  wap  undertaken  and  it  became  necessary  to  mod¬ 
ify  a  majority  of  the  plans  for  lack  of  funds.  Between  1946  and  1957 
when  Ghana  became  independent  she  received  about  £11.0  million  sterling 
from  this  Colonial  Fund  for  some  aspects  of  economic  development.  Once 
Ghana  became  a  completely  autonomous  country  she  was  ineligible  to  draw 
on  the  Fund.  See  also:  Gold  Coast,  Governor's  Office,  The  Year  Plan 
of  Development  and  Welfare  for  the  Gold  Coast,  1946,  pp.  1  and  2. 

5 

This  was  in  no  sense  a  political  party,  it  was  rather  a  movement 
meant  to  mobilize  public  opinion  effectively  for  political  agitation. 

It  was  originally  organized  by  one  Ghanaian  lawyer  and  philosopher,  a 
Dr.  Danquah.  In  1947  he  invited  Dr.  Nkruraah,  who  was  studying  in  Lon¬ 
don,  England,  to  be  the  movement’s  first  Secretary. 

6 

See  Great  Britain,  Foreign  Office,  The  Making  of  Ghana,  1957,  P»  9* 
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nominated  by  the  Governor  (three  Europeans  and  three  Africans)  and  eight¬ 
een  other  indirectly  elected  African  members.  Also,  the  number  of  unof¬ 
ficial  Africans  on  the  Governor's  Executive  Council  was  increased  from 
two  in  1942  to  three  and  here  again  they  were  chosen  by  the  Governor  from 
amongst  the  indirectly  elected  members  of  the  Legislature.  In  addition, 
there  were  seven  ex  officio  and  one  nominated  official  members.  Between 
the  introduction  of  the  Bums'  Constitution  and  the  next  major  political 
changes,  the  Gold  Coast  Colonial  Government  in  1948  assumed  much  more  re¬ 
sponsibility  for  its  own  financial  affairs  which  had  formerly  been  close¬ 
ly  supervised  by  the  United  Kingdom  Government.  In  February  1950,  Togo- 
land  (now  Volta  Region)  obtained  representation  in  the  Legislative  Coun¬ 
cil,  when  a  member  was  elected  by  the  Southern  Togoland  Council  which  had 
been  set  up  in  the  previous  month.  These  changes  missed  the  boat. 

Immediately  after  the  new  constitution,  the  "1948  Riot"? 
broke  out  in  Southern  Ghana.  Though  these  disturbances  were  economic 


On  February  28th,  1948  the  Ghana  War  Veterans  obtained  a  Police  Pass 
to  present  their  petition  to  the  Governor,  demanding  their  war  pensions 
and  employment,  and  also  to  complain  against  the  reluctance  of  European 
Business  houses  to  employ  qualified  Africans  in  managerial  positions.  At 
the  eleventh  hour,  the  Police  revoked  the  Pass  claiming  that  the  demon¬ 
stration  would  be  capitalized  by  the  newly  formed  political  movement. 
Nonetheless,  the  Veterans  decided  to  go  ahead.  Their  procession  to  the 
Governor's  Castle  was  intercepted  by  one  Police  Officer  who  asked  the 
Veterans  to  disperse  and  return  home.  They  refused  to  obey  his  order  and 
consequently  he  opened  fire  on  them,  killing  the  leader  and  some  of  the 
Veterans.  Thus  the  1948  Riot  began,  and  all  political  issues  were  raised 
again. 

See:  Great  Britain,  Colonial  Office,  Report  of  the  Commission  of  Enquiry 
(Watson  Report)  into  the  disturbances  in  the  Gold  Coast  1948.  Colo¬ 

nial  No.  232. 
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rather  than  political  in  origin  they  gave  rise  to  much  political 
feeling  in  the  country.  A  Royal  Commission  (the  Watson  Commi$ion) 
was  set  up  by  the  Colonial  Office  to  investigate  general  condi¬ 
tions  in  the  country.  The  Commission  in  its  report  (Colonial  No. 
232)  ignored  the  economic  demands,  but  made  a  number  of  proposals 
for  constitutional  reform;  in  particular  that  the  membership  of 
the  Legislative  Council  should  be  increased  and  that  Africans  should 
be  allowed  to  play  a  larger  part  in  the  proceedings  of  the  Gover¬ 
nor’s  Executive  Council.  In  accepting  this  report,  the  United 
Kingdom  Government  asked  the  colonial  Governor  to  set  up  a  fully 
representative  Committee  of  Ghanaians  to  examine  the  constitution¬ 
al  proposals  contained  in  the  Watson  Commission  Report. 

This  Ccmmittee  was  set  up  early  in  1949  under  the 
chairmanship  of  an  African  judge,  the  late  Sir  Justice  Coussey. 

After  holding  hearings  in  most  parts  of  the  country,  it  issued 
its  report  which  dealt  in  detail  with  the  whole  structure  of 
governmental  machinery.  The  principal  features  of  the  new  Consti¬ 
tution,  recommended  by  the  Coussey  Committee  were:  (a)  an  en¬ 
larged  legislature,  composed  principally  of  members  elected 
directly  or  indirectly  by  popular  vote;  (b)  an  Executive  Council, 
responsible  for  formulating  policy,  with  a  majority  of  African 
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members  drawn  from  the  Legislature,  but  including  three  ex  officio  mem¬ 
bers;  and  (c)  the  retention  by  the  Governor  of  certain  reserved  powers 
in  relation  to  the  functions  of  both  the  Legislative  Assembly  and  Exec¬ 
utive  Council.^ 

On  the  recommendations  of  the  Cousse.y  Committee  a  new  con¬ 
stitution  was  formally  introduced  in  1951,  giving  the  Africans  almost  ma¬ 
jority  representation  in  the  Legislature.  Elections  were  held  in  Febru¬ 
ary  1951,  and  Dr.  Nkrumah * s  party  was  brought  into  power  with  a  slogan 
"Bread  and  Butter  for  All".  The  new  Legislature,  therefore,  for  the 
first  time,  represented  the  whole  country  and  at  the  same  time  made  the 
country  almost  self  governing.  In  June  1953,  the  newly  elected  African 
government  put  forward  new  proposals  for  further  constitutional  advances 
which  the  Colonial  Office  accepted  in  principle. 

In  April  1954,  a  new  constitution  was  drawn  and  published, 
making  Ghana  a  fully  self-governing  country,  while  British  Togoland  (now 
Volta  Region)  through  a  plebiscite  under  United  Nations  supervision  voted 
in  favour  of  integration  with  an  independent  Gold  Coast  (now  Ghana ).° 

The  tide  could  be  held  back  no  longer.  In  the  United 
Kingdom  House  of  Commons  on  11th  May  1956,  the  Secretary  of  State  for  the 

CJ 

Great  Britain,  Colonial  Office:  Dispatch  from  the  Secretary  of  State 
for  the  Colonials  to  the  Governor  of  the  Gold  Coast — Colonial  No .  250, 
September  1950. 

o 

'Great  Britain,  Colonial  Office:  Dispatch  from  the  Secretary  of  State 
'or  the  Colonial  to  the  Governor  of  the  Gold  Coast,  15th  September  1956 
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Colonies  made  the  following  statement  (in  part): 

" . As  the  House  knows,  the  present  Gold  Coast  consti¬ 

tution  marked  the  last  stage  before  the  assumption  by  the 
Gold  Coast  of  full  responsibility  for  its  own  affairs.... 

I  have  told  Dr.  Nkrumah  that  if  a  General  Election  is 
held  Her  Majesty’s  Government  will  be  ready  to  accept 
a  motion  calling  for  independence  within  the  Commonwealth 
passed  by  a  reasonable  majority  in  a  newly  elected  Legis¬ 
lature  and  then  to  declare  a  firm  date  for  this  purpose.1’ 

Elections  were  duly  held  in  Ghana  (formerly  the  Gold 
Coast),  and  upon  the  results  of  these  elections-1^  and  a  subsequent  mo¬ 
tion  of  the  newly  constituted  Legislative  Assembly  the  Colonial  Secre¬ 
tary  indicated  that 

’’Her  Majesty's  Government  will  at  the  first  available  op¬ 
portunity  introduce  into  the  United  Kingdom  Parliament  a 
Bill  to  accord  independence  to  the  Gold  Coast  and  that, 
subject  to  Parliamentary  approval.  Her  Majesty's  Govern¬ 
ment  intend  that  independence  should  come  about  on  the 
6th  March  1957."11 

Consequently,  Britain  granted  the  Gold  Coast  independence 
on  6th  March,  1957,  and.  the  name  Gold  Coast  was  forthwith  changed  to 
GHANA. 

The  economy  of  Ghana  remains  to  be  developed.  Its  polit¬ 
ical  progress  in  the  last  twenty  years  has  been  rapid,  perhaps  unpreced¬ 
ented  in  the  history  of  most  African  colonial  territories.  But  its  eco¬ 
nomic  development  has  not  kept  pace  with  such  rapid  political  changes. 

It  is  argued  in  some  quarters  that  the  flat  refusal  of  the  tribal  chiefs 


See  Appendix  I 

^Colonial  Secretary's  Dispatch  to  the  Gold  Coast  Governor,  15th  Septem¬ 

ber  195&>  op.  cit.  p.  1 
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to  allow  their  citizens  to  pay  income  tax  to  the  government  coffers  be¬ 
tween  1S44  and  1%0  made  it  quite  impossible  for  the  British  Government 
to  help  develop  the  country  as  they  had  premised  to  do  as  early  as  1844. 
Perhaps  this  assertion  is  true,  but  it  is  doubtful  whether  during  those 
early  years  there  was  any  deliberate  and  positive  policy  of  the  colonial 
administration  to  diversify  the  economy. 

In  the  earliest  phase  of  colonial  rule  the  guiding  princi¬ 
ple  of  policy  was  a  minimum  of  interference  with  the  indigenous  author¬ 
ity,  whether  it  took  the  form  of  a  native  state  or  a  tribal  system  headed 
by  a  paramount  chief.  The  British  asked  little  more  of  such  an  authority 
than  it  should  maintain  sui table  conditions  for  the  expansion  of  export 
and  import  trading.  In  essence,  the  Bond  of  1844  had  no  intrinsic  value 
to  the  British  administration  except  as  a  means  of  furthering  their  trade 
and  exporting  home  the  raw  materials  from  Ghana.  To  secure  the  necessary 
primary  products  some  extractive  industries;  such  as  gold,  manganese,  di¬ 
amonds,  tin  and  iron  ore,  were  privately  developed  by  European  interests 
and  the  peasant  farmers  were  encouraged  to  increase  cocoa,  rubber  and  ba¬ 
nana  production  regardless  of  the  method  of  farming.  Allied  with  these 
were  the  colonial  establishment  of  administrative  machinery,  defence  and 
police  for  law  and  order;  construction  of  Takoradi  artificial  harbour, 
Sekondi-Kumasi-Accra  railways  and  coastal  highways  to  reach  the  mining 
areas.  All  in  all,  the  economy  remains  predominantly  rural. 
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CHAPTER  III 


THE  GHANAIAN  ECONOMY 

The  economy  of  Ghana  could  be  described  with  one  word — co¬ 
coa.  Cocoa  prices  are  highly  sensitive  to  world  demand  and  supply  condi¬ 
tions  and  this  makes  the  economy  vulnerable  and  fragile.  The  annual  co¬ 
coa  crop  contributes  about  sixty  per  cent  of  national  income,  and  about 
the  same  percentage  of  government  revenue.  Ghana  is  predominantly  an  a- 
grian  economy  but  there  are  pockets  of  developed  extractive  industries 
and  there  is  a  growing  commercial  sector.  This  rural  economy,  small 
sea1 e  and  tribal  in  character,  is  moving  ahead  slowly  towards  greater 
industrialization  and  manufacturing. 

Unlike  industrial  countries,  Ghana  has  low  per  capita  lev¬ 
els  of  production  and  consumption.  The  estimated  gross  national  income 
per  capita  was  £57  sterling  in  1957."  Over  most  of  its  area,  the  main 
economic  activity  is  agriculture,  much  of  it  based  on  locally  fragmented 
farms,  carried  out  with  simple  tools  and  in  many  places  without  draught 
animals.  It  is  estimated  that  the  total  labour  force  in  195S  was  about 
1.4  million.  Around  half  of  it  is  engaged  in  agriculture  (other  than  co¬ 
coa  farming),  forestry,  fishing  and  mining,  and  fifteen  per  cent  in  cocoa 
farming,  about  six  per  cent  in  manufacturing,  ten  per  cent  in  commerce 
and  the  remaining  nineteen  per  cent  in  tertiary  industries. 

In  response  to  the  present  economic  development  programme, 
there  is  now  some  evidence  of  growing  specialization  of  particular  agri- 

^Ghana,  Government  Statistician’s  Office  -  Ghana  Economic  Survey  19 5?» 

Table  3,  p.  iii. 
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cultural  products,  and  of  expanding  internal  and  external  trade  in  food¬ 
stuffs  and  other  primary  products.  At  the  same  time  some  small  manufac¬ 
turing  and  service  industries  are  being  established. 

There  are  not  enough  reliable  figures  to  document  produc¬ 
tion  trends.  None  the  less,  the  present  situation  is  fairly  clear.  In 
the  resource  sectors,  excluding  cocoa,  rapid  expansion  is  shown  only  by 
the  timber  industry  whose  annual  increase  in  volume  of  production  over 
the  past  five  years  has  averaged  fourteen  per  cent.  How  long  this  can 
continue  is  uncertain  since  outside  the  relatively  unimportant  Crown  Re¬ 
serves,  the  forest  is  disappearing  rapidly,  mainly  because  of  farmers 
planting  more  foodstuffs  and  cocoa. 

The  trend  of  cocoa  production  has  been  fluctuating  dramat¬ 
ically  since  1946  partly  because  of  swollen  shoot  disease  and  partly  be¬ 
cause  of  the  farmers  opposition  to  government  agricultural  policy  regard- 
ing  cocoa  rehabilitation."  Since  1956  almost  all  cocoa  farmers  have  ac¬ 
cepted  this  policy  of  cocoa  rehabilitation,  and  consequently  immense  re¬ 
plantings  have  been  undertaken.  It  is  therefore  hoped  that  production 


4  "When  epidemic  disease  of  swollen  shoot  became  serious  between  1950 
and  1953,  the  government  acting  on  the  advice  of  the  experts  tried  to 
persuade  the  farmers  to  cut  down  diseased  cocoa  trees,  burn  them  and 
plant  new  cocoa  seeds.  The  Cocoa  Marketing  Board  offered  £2  sterling 
for  each  diseased  tree  cut  down,  and  replaced  with  a  new  grown  seed  or 
seedling  from  the  government’s  nursery.  But  the  farmers  refused  to  co¬ 
operate,  and  the  policy  became  a  bone  of  contention  in  politics  until 
1956  when  the  farmers  finally  accepted  the  idea  of  cocoa  rehabilitation. 
During  the  period  of  wrangling  with  the  government,  the  disease  devastated 
many  farms,  depriving  farmers  and  the  country  of  real  income.  This  is  an 
example  of  wastage  of  resources  as  a  result  of  unnecessary  politics,  en¬ 
gineered  by  some  members  of  the  Opposition  Party. 
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will  rise  in  early  I960  as  the  new  plantings  come  to  production.  At  pre¬ 
sent  productivity  per  acre  is  still  low  and  farmers  could  greatly  in¬ 
crease  their  output  if  they  would  spend  more  time  looking  after  their 
farms — adoption  of  improved  crop  selection,  erosion  control,  the  more 
intelligent  and  intensive  use  of  fertilizer — rather  than  indulging  so 
much  in  local  and  national  politics. 

The  rate  of  output  of  protein-rich  food  production  is  not 
keeping  pace  with  consumption.  This  is  clear  from  the  increase  in  food 
imports  which  have  been  growing  by  seven  per  cent  per  annum  over  the  past 
five  years.  This  is  one  of  the  factors  affecting  the  trade  balance.  Im¬ 
ports  of  fish,  meat,  dairy  products  and  sugar  are  growing  even  more  rao- 
idly.  For  instance  in  1953  Ghana  imported  protein  food  valued  at  £17 .4 
million  which  was  twice  as  much  as  in  1950. 

There  are  profitable  opportunities  for  expanding  minor 
crops  such  as  rubber,  coffee,  bananas,  tobacco  and  ground  nuts,  but  so 
far  little  progress  has  been  made  in  these  fields. 

In  mining,  the  output  of  gold  is  restrained  by  its  price 
which  has  been  constant  since  194 9*  despite  rising  cost  of  production. 
Other  minerals  have  done  well.  Diamond  exports  have  been  increasing 
rapidly,  both  in  value  and  in  volume.  Manganese  exports  are  recovering 
from  a  low  level  in  1954>  though  they  are  not  yet  back  to  the  average 
level  of  1951/53*  Exports  of  bauxite  continue  to  be  variable,  but  in 
1953  its  percentage  of  total  value  of  mineral  exports  rose  from  two  (in 
1955)  to  ten. 


-  25  - 


Private  overseas  and  local  industrial  investment  is  gradu¬ 
ally  increasing.  A  brewery  established  by  Swiss  Business  interests  has 
an  average  annual  production  of  over  one  million  gallons — about  one  third 
of  Ghana’s  beer  requirements.  A  cigarette  making  company,  a  subsidiary 
of  British  American  Tobacco  Company,  is  producing  cigarettes  from  a  blend 
of  Virginian  and  local  tobacco.  A  subsidiary  of  a  British  tire  equipment 
and  reconditioning  company  is  steadily  expanding  production  and  recondi¬ 
tioning  of  tires,  tubes  and  rubber  manufactures  of  many  types.  A  factory 
for  the  production  of  industrial  gases  has  been  established  by  a  French 
company.  Other  industries  with  state  partnership  are  cement  manufactur¬ 
ing,  household  appliances  and  building  materials.  No  accurate  statistics 
are  available  at  present  for  manufacturing  production  of  the  private  sec¬ 
tor.  The  number  of  the  publicly  owned  factories  which  have  been  opened 
within  the  past  five  years  is  not  so  great  as  was  expected  by  the  govern¬ 
ment.  The  service  industries  are  gradually  expanding,  especially  in 
towns  and  cities  as  a  result  of  continuous  urban  growth. 

Although  the  building  industry  has  trebled  in  size  since 
1950,  housing  is  acutely  short;  as  more  people  are  moving  from  rural 
areas  to  big  towns  and  cities  for  employment.  Furthermore,  road  traffic 
has  been  doubling  every  four  years  since  1951  and  has  thus  provided  much 
employment  in  trade  and  transport  throughout  the  country. 

In  comparison  with  domestic  production,  imports  (both  con¬ 
sumer  and  capital  goods)  have  been  rising  rapidljr.  The  value  of  imports 
has  increased  by  eighty-two  per  cent  since  1950  whereas  exports  as  a 
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whole  have  increased  only  by  twenty-five  per  cent  during  the  same  period. 
Rapidly  increasing  government  expenditure  and  cocoa  income  have  generated 
purchasing  power  which  has  drained  into  imports  partly  because  domestic 
production  has  been  unable  to  keep  pace  with  consumer  demand  and  partly 
because  of  increased  government  imports  of  capital  goods  for  economic  de¬ 
velopment.  As  a  result  of  rapidly  rising  imports,  the  country  experienced 
large  trade  deficits  in  both  1956  and  1957* 

The  rate  at  which  foreign  assets  are  diminishing  gives 
cause  for  concern.  It  would  of  course  be  imprudent  to  spend  heavily  for 
three  or  four  years,  after  which  period  all  development  may  stop  abruptly 
for  lack  of  funds.  Cocoa  fund  reserves  might  close  the  gap,  but  this  de¬ 
pends  upon  the  world  cocoa  price  over  which  Ghana  has  little  influence. 
This  dependence  upon  a  single  crop  makes  the  economy  vulnerable  and  pre¬ 
carious  • 

The  remainder  of  this  chapter  discusses  the  progress  and 
problems  of  the  main  sectors  of  the  Ghanaian  economy,  such  as  (a)  agri¬ 
culture,  fishery  and  forestry,  (b)  mining,  (c)  manufacturing  and  foreign 
trade . 

Cocoa  industry — the  life  blood  of  the  country — is  confined 
to  a  small  area.  Out  of  12.9  million  acres  of  present  arable  land,  only 
3.9  million  acres  are  devoted  to  cocoa.  The  cocoa  area  is  entirely  with¬ 
in  the  Ashanti  Region  and  some  sections  of  Southern  Ghana;  an  area  coin¬ 
ciding  broadly  with  the  zone  of  loamy  soil  and  having  an  average  annual 
rainfall  of  between  fifty  and  sixty-five  inches  which  is  conducive  to 
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cocoa  growth.  As  pointed  out  earlier,  only  fifteen  per  cent  of  the  know 
labour  force  is  gainfully  engaged  in  cocoa  farming  but  this  sector  contri¬ 
butes  about  sixty  per  cent  to  the  national  income. 

The  typical  cocoa  farm  is  small  scale,  and  most  of  the  hold 
ings  are  widely  scattered  but  closelj’-  held  by  each  extended  family.  Less 
than  twenty-five  per  cent  of  cocoa  plantations  are  operated  by  tenants  who 
to  a  greater  extent  than  owners,  are  under  the  control  of  each  tribal  clan 
for  farm  management.  Communal  tenure  of  this  kind  is  likely  to  have  ad¬ 
verse  effects  on  investment  and  innovation.  It  may  dampen  individual  in¬ 
centive  to  take  measures  appropriate  for  soil  conservation.  It  may  not 
pay  the  individual  to  invest  in  improving  the  land  by  fertilizers,  by 
shade  or  by  afforestation.  Strangely  enough,  such  disincentives  have  had 
less  effect  than  might  be  expected  on  Ghana  cocoa  farmers  having  a  high 
sense  of  community  interest  towards  their  extended  family.  Except  that 
most  of  them  have  a  flair  for  time  consuming  politics,  they  tend  to  work 
hard  to  bequeath  the  next  generation  both  the  plantations  and  other  accu¬ 
mulated  wealth  such  as  gold  and  trinkets. 

Failure  to  adopt  modern  farming  methods  is  due  to  the  na¬ 
ture  of  cocoa  production.  Cocoa  production  is  not  readily  adaptable  to 
mechanization,  thus  modern  farming  machinery  could  not  be  introduced 
wholesale  in  this  type  of  farming.  Plantation  forest  farming  is  quite 
unsuitable  for  the  use  of  modern  farm  machinery  without  very  expensive 
clearing  of  the  bush  and  stumping  or  digging  up  roots.  The  topography 
of  each  farm,  the  presence  of  large  stones,  termite  and  ant  hills  make 
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the  use  of  even  animal  power  for  drawing  farm  implements  unlikely  in  co¬ 
coa  plantations.  However,  soil  conservation  methods,  use  of  insecticides 
and  afforestation  may  increase  further  output  by  ten  per  cent  per  acre. 

To  some  extent,  the  present  form  of  land  tenure  in  Ghana 
retards  capital  fomation  by  tenant  farmers.  It  does  not  affect  agricul¬ 
tural  tenants  alone,  but  also  other  sectors.  Since  the  tribal  families 
control  almost  all  the  lands,  it  gives  them  a  monopoly,  and,  if  they  so 
choose,  could  restrict  the  use  of  their  lands.  This  perhaps  is  construed 
to  be  misallocation  of  resources. 

The  issue  of  land  tenure  is  complex.  In  Ghana,  at  least 
one  person  in  every  hundred  belongs  to  a  tribal  royal  family  which  con¬ 
trols  the  land,  and  these  people  are  now  either  in  administrative  posi¬ 
tions  or  holding  the  reins  of  politics.  Thus  any  legislative  attempt  at 
radical  land  reform  would  lead  to  a  breakdown  of  governmental  machinery. 
Nevertheless,  unless  a  rational  and  calculated  system  of  individual  title 
holding,  allowing  for  free  purchase  and  sale  of  land,  and  safeguarding 
the  interests  of  tenant  farmers  is  devised,  economic  progress  will  be  slow. 
A  possible  solution  to  the  land  tenure  puzzle  is  gradual  public  educa¬ 
tion.  The  change  will  be  terribly  slow,  thus  retarding  local  capital 
formation  in  this  sector.  But  it  is  a  better  price  for  an  orderly  and 
constructive  economic  development  than  radical  changes  that  would  lead 
to  political  chaos  and  anarchy,  thereby  defeating  the  economic  objectives 
of  the  country. 


As  much  as  we  may  consider  present  land  tenure  restricting 
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capital  formation  in  the  cocoa  industry,  it  is  doubtful  whether  land  re¬ 
form  per  se  wuld  enable  farmer  tenants  to  increase  cocoa  yields  appreci¬ 
ably  in  the  long  run.  Regardless  of  the  world  price  and  of  the  local 
price  paid  to  cocoa  producers  by  C.M.B.,  the  yearly  yields  have  sometime  ; 
behaved  inversely.  For  instance,  in  1956/57  crop  season,  the  total  pro¬ 
duce  was  about  265,000  tons  when  the  world  price  averaged  £189  a  ton. 
Conversely  in  1957/58  crop  season,  fanners  produced  206,000  tons  when  the 
world  price  averaged  £30*j  per  ton.  During  these  periods  farmers  received 
78.7  and  44.1  per  cent  respectively  of  C.M.B.  receipts. 

These  few  illustrations  point  out  that  fluctuations  in 
cocoa  yields  (see  Chart  3«l)  could  not  be  interpreted  as  farmers  response 
to  price  changes. 

Chart  3.1  -  GHANA  COCOA  CHOP  PRODUCTION 


S our  c  es :  Handbook  of  Dept  of  Coi 

Ghana  Jccnoi-ic  purvey,  ~-9?o 
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The  supply  of  cocoa,  unlike  a  manufacturing  industry  is 
not  completely  controlled  by  the  farmers.  The  industry  is  biological, 
subject  to  external  forces  like  weather  conditions,  and  also  has  heavy 
fixed  investment  (land  and  unmovable  cocoa  treds  with  a  life  span  of 
thirty  years  per  tree).  Farmers  could  improve  the  plantation  yield  by 
means  of  insecticides  and  conservation  methods,  but  the  net  total  could 
hardly  be  determined  or  controlled.  The  yield  per  year  depends  upon  the 
co-operation  of  nature  and  the  farmer.  Hence  the  fluctuations  in  yield. 

We  have  already  pointed  out  that  the  Cocoa  Marketing 
Board  is  a  statutory  agency  with  (theoretically)  the  power  to  fix  the 
price  paid  to  the  producer,  and  with  a  complete  monopoly  of  marketing 
Ghana's  cocoa  crop.  In  practice,  the  local  price  is  fixed  by  the 
Cabinet  and  passed  to  the  Board  for  implementation,  with  little  or  no 
dissension  since  the  Board  members3  are  almost  always  in  agreement  with 
the  government’s  economic  programme.  Since  1958/59  crop  season  the  cocoa 
domestic  price  is  pegged  at  £112  per  ton. 


The  Board  consists  of  eight  members  and  a  chairman;  all  are  appoint¬ 
ed  by  the  Government.  Except  the  chairman,  all  the  members  are  cocoa 
farmers  representing  the  Cocoa  Farmers'  Union. 


See  also  Appendix  II 
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Table  3.1  -  DISTRIBUTION  OF  COCOA  PROCEEDS  PER  TON 


Crop  Season 

Average  World 
Cocoa  Price 

Percentage  of 

Total 

Realized  by 

C.M.B. 

£ 

Price  Paid 
to  Producers 

Export 

Duty 

Other 

Expenses 

Boards 

+  Profits 
-  Loss 

1952/53 

240 

-3.9 

2  V  •  8 

1.7 

■i  6.6 

1953/54 

220 

68.0 

23.5 

4.0 

+  8.5 

1954/55 

355 

38.0 

49.5 

4.9 

+  7.6 

1955/56 

222 

65.8 

27.2 

8.4 

-  1.4 

1956/57 

190 

78.7 

23.6 

9.9 

-12.2 

1957/58 

305 

44.1 

a. 7 

6.1 

+  8.1 

1958/59 

356 

33.1 

50.7 

6.2 

+10.0 

Sources:  Economic  Survey  of  Ghana,  1957 

Ghana,  Department  of  Statistics,  'Quarterly  Digest,  1959 

Taking  1952/53  crop  season  as  the  base  for  our  discussion 
we  can  see  from  Table  3.1  that  it  was  only  in  1954/55,  and  in  1958/59, 
that  the  government  took  a  lion’s  share  of  the  cocoa  revenue.  Other  than 
these  two  crop  years,  the  cocoa  farmery  have  been  allowed  to  keep  a  high 
proportion  of  the  world  price,  until  1958  when  the  local  price  was  pegged 
at  £112  per  ton  regardless  of  future  world  price. 

This  type  of  compulsory  saving  is  unequitable  for  it  com¬ 
pels  only  fifteen  per  cent  of  the  labour  force  to  bear  a  disproportionate 
share  of  the  cost  of  national  economic  development.  Professor  P.  T. 

Bauer  has  criticized  this  type  of  taxation  as  detrimental  to  local  private 
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capital  formation.  Bauer  wrote: 

"He^e  the  burden  is  concentrated  on  the  producers  of 

export  crops  with  a  maximum  of  disincentive  effect . 

It  is  likely  also  to  restrict  the  supply  and  effective¬ 
ness  of  the  local  entrepreneurship"4 

and  thereby  retard  the  establishment  of  local  private  business  enter¬ 
prises  and  any  anticipated  development  of  managerial  talent. 

Before  contemporary  western  economic  principles  have  uni¬ 
versal  meaning,  local  social  limitations  must  first  be  removed.  Until 
then,  the  State  could  expend  such  "forced  savings"  in  many  sectors  of 
the  economy,  hoping  that  local  entrepreneurship  will  be  built  up  and  take 
over  the  State  fostered  industries.  Hence  the  "forced  savings"  in  Ghana. 

The  predominance  of  native  customs  in  the  rural  areas  do, 
in  fact,  work  against  more  effective  capital  formation  on  the  part  of  the 
farmers  and  tribal  chiefs  who,  if  not  for  the  tax,  would  pocket  all  the 
cocoa  receipts.  (This  will  be  discussed  later  in  this  chapter;  see  Sec¬ 
tion  b£>  It  is  sufficient  to  say  here  that  but  for  the  government’s  eco¬ 
nomic  development  programme  which  is  indirectly  financed  by  these  produc¬ 
ers  little  or  no  industrialization  or  diversification  of  the  economy 
would  have  been  undertaken.  The  funds  are  channelled  into  developments, 
such  as  health,  education,  transport  and  communication,  which  otherwise 
would  not  have  been  done  by  the  private  sector.  Almost  sixty  per  cent 
of  development  funds  are  obtained  directly  from  cocoa  revenue.  It  appears 
Ghana  will  have  to  rely  heavily  on  this  source  of  funds  until  she  is  able 
to  obtain  foreign  capital. 

^-p.  T.  Bauer  et  al,  The  Economics  of  Under-developed  Countries,  Cambridge, 
James  Nisbet  Co.  Ltd.,  195 9,  p.  201. 
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Any  question  of  disincentives  on  cocoa  farmers  as  a  result 
of  this  "forcing  savings"  is  remote  because  C.M.B.  has  brought  home  to 
the  farmers  the  uncertain  future  of  cocoa  regarding  the  world  market. 
Besides,  the  government,  working  on  the  firmer s'  spirit  of  a  patriotism, 
has  succeeded  in  convincing  them  that  industrialization  of  Ghana  will 
benefit  the  cocoa  industry  and  the  country  as  a  whole.  Therefore  the 
farmers  have  at  last  accepted  the  government’s  local  price  policy  and  the 
overall  economic  programme.  The  problem  now  is  how  fast  Ghana  can  develop 
with  available  funds  in  face  of  fluctuating  world  price. 


Chart  3.2  -  COCOA  WORLD  PRICE  FLUCTUATIONS 
(During  Crop  Seasons  1952-1959) 


Sources:  Computed  from  Government  Statistician,  Ghana  Economic  Survey,  195 8 

Government  Statistician,  Quarterly  Digest  of  Statis¬ 
tics.  Vol.  Ill  No.  3,  September  1959. 
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Chart  3.2  indicates  recent  fluctuations  of  world  cocoa 
prices.  The  price  fluctuations  seem  to  have  been  almost  entirely  inde¬ 
pendent  of  supply  conditions.  The  demand  for  cocoa  depends  not  upon 
price  elasticity  in  industrial  countries,  but  upon  the  trade  policies  of 
those  countries  who  import  Ghana  cocoa.  For  instance,  the  new  tariff 
raised  against  Ghana  cocoa  in  West  Germany  is  a  severe  blow  to  Ghana,  for 
West  Germany  is  one  of  Ghana’s  important  markets.  (Its  implications  will 
be  discussed  later  in  this  chapter;  see  Section  B.) 

In  spite  of  world  price  fluctuations,  cocoa  still  remains 
the  most  important  cash  crop.  There  are  several  minor  agricultural  cash 
crops,  which,  even  though  not  very  important  at  the  present  time,  are 
worth  discussing  as  part  of  the  economy. 

The  output  of  agricultural  products,  other  than  cocoa,  is 
difficult  to  estimate.  At  present,  there  is  no  way  of  securing  accurate 
annual  statistics  and  the  level  and  trend  of  production  can  be  correctly 
estimated  only  for  crops  of  which  the  whole  or  a  major  part  is  exported. 
Experienced  observers  (the  Agricultural  Inspectors)  consider  that  produc¬ 
tion  is  gradually  increasing  and  that  farmers  throughout  the  country  are 
enjoying  a  higher  standard  of  living  than  in  the  past.  They  are  now  pro¬ 
ducing  a  better  variety  of  crops  for  their  own  consumption  and  also  more 
cash  crops  to  yield  a  money  income. 

Probably  Ghana  farmers  have  in  recent  years  increased  pro¬ 
duction  of  vegetables  and  cereals  fast  enough  to  meet  the  domestic  demand. 
However,  domestic  supply  of  eggs,  dairy  products  and  meat  is  lagging  behind 


domestic  demand 
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PRINCIPAL  AGRICULTURAL  EXPORTS 
Table  3.2  (Other  than  Cocoa) 
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Source:  Ghana  Economic  Survey,  195# 
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Chart  3.3  -  VALUE,  OF  AGRICULTURAL  EXPORTS 

(Other  than  Cocoa) 
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Some  agricultural  exports  have  been  rising  in  recent  years. 
For  instance,  rubber  export  value  has  more  than  doubled  since  1955,  raw 
coffee  increased  by  sixty  per  cent,  bananas  by  seventy-one  per  cent.  Others 
however  have  decreased;  copra  by  twenty  per  cent  and  tobacco  by  ninety- nine 
per  cent.  These  decreases  have  been  caused  by  rising  home  consumption.  At 
the  present  time  these  five  products  are  relatively  unimportant  since  they 
constitute  only  2.6  per  cent  of  Ghana's  exports.  All  the  same,  it  is  some 
indication  of  the  beginning  of  diversification  in  agricultural  sector. 

Other  phases  of  t’re  agricultural  industry  are  showing 
signs  of  improvement.  Production  of  livestock  is  comparatively  low  at 
the  present  time.  However,  as  development  continues,  it  is  expected  that 
nroduc'-ion  will  rse  to  meet  increasing  domestic  demand.  Now  that 
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Ghanaians  are  consuming  more  meat  and  other  dairy  products,  the  livestock 
development  is  increasingly  important.  Livestock  industry  is  still 
plagued  with  tsetse  fly  disease  which  kills  the  available  breeding  cattle 
before  they  reach  a  marketable  stage.  However,  government  programmes 
suggest  that  the  disease  will  be  eradicated  in  the  near  future. 

Although  the  deep  sea  fishing  industry  is  primitive,  fisher¬ 
men  are  responding  to  a  government  fishery  development  programme. 


Table  3.3  -  CATCH  AND  NUMBER  CF  MOTOR  FISHING  VESSELS 


1956 

1957 

1958 

No.  of  Fishing  Vessels 

56 

84 

114 

Total  Catch  (Tons) 

330 

380 

856 

Catch  per  Vessel 

5.9 

4.5 

7.5 

Source:  Government  Statistician,  Quarterly  Statistics,  1958 
(available  figures)  p.  10 

The  introduction  of  motorized  fishing  vessels  and  an  in¬ 
creasing  daily  catch  call  for  an  extension  of  the  present  marketing  sys¬ 
tem  to  include  wholesaling,  provisioning  and  improved  retail  facilities, 
if  the  increasing  catch  is  to  be  economically  marketed. 

Besides  domestic  (unrecorded)  consumption,  lumbering,  con¬ 
tributed  about  10.6  per  cent  of  Ghana’s  domestic  exports  value  in  1958 
as  compared  with  4.4  per  cent  in  1949. ^  It  is  becoming  an  important  sec¬ 
tor  of  the  economy.  But  careless  and  haphazard  utilization  of  forest 

5 

Supra,  p.  43 
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land  in  Ghana  is  steadily  depleting  the  best  forest  resources.  This  re- 
ouires  attention.  The  present  forest  reserves  amount  to  about  10,5  per 
cent  of  total  land  area.  Conservation  has  been  rendered  difficult  by 
the  prevailing  system  of  land  tenure.^  At  present,  out  of  9,200  square 
miles  of  Forest  Reserves,  only  63.7  square  miles  are  Crown  Reserves,  the 
rest  are  "stool  reserves"^  for  the  tribal  chiefs  and  clans. 

Despite  the  technicality  of  ownership  of  land,  hardwood 
lumbering  for  export  and  home  use  is  likely  to  expand  with  growing  demand. 

Mining  in  Ghana's  economy  is,  at  present,  next  in  importance 
to  cocoa  production.  The  chief  mineral  resources  of  Ghana  are  gold,  man¬ 
ganese,  diamonds  and  bauxite. 


Chart  3.4  -  EXPORTS  OF  PRINCIPAL  MINERALS 


£' (mill! on) 


Source;  Computed  from  Handbook  of  Department  of  Commerce  and 

Industry.  1957 
Ghana  Economic  Survey,  1958 


Gold  Coast,  Governor's  Office  -  Report  of  the  Forestry  Department,  1952/53 , 

pp.  1-15 

?Great  Britain,  Colonial  Office,  Report  Upon  the  Customs  Relating  to  the 

Land  Tenure  in  the  Gold  Coast,  1095 
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In  1949  total  mineral  exports  were  valued  at  £12.2  million 
(24  per  cent  of  the  total  export  value),  it  reached  £28.1  million  in  1957 
and  £28.4  million  in  1958,  more  than  double  of  1949  total.  The  single 
most  important  mineral  export  is  gold,  contributing  about  ten  per  cent  of 
1958  domestic  exports.  The  mining  industry  employs  about  twelve  per  cent 
of  the  recorded  African  labour  force  of  1.4  million  in  1958. 

Production  of  these  minerals  are,  of  course,  much  geared 
to  fluctuating  world  demand.  Production  of  bauxite  so  far  has  been  on  a 
small  scale.  But  it  is  likely  to  become  an  important  fixture  in  the  eco¬ 
nomy  of  Ghana,  both  for  home  consumption  and  outside  market  to  Great  Bri¬ 
tain.  Ore  reserves  are  estimated  at  200  million  tons  and  when  the  Volta 
River  scheme  is  completed  the  production  of  the  ore  may  greatly  increase. 
It  is  estimated  that  the  total  production  of  aluminium  from  the  Volta  in¬ 
stallation  may  amount  to  210,000  tons  a  year,  and  its  value  to  Great  Bri¬ 
tain  is  increased  by  the  fact  that  its  source  lies  with  the  sterling  area. 

Whilst  gold,  diamond,  manganese  and  bauxite  are  the  princi¬ 
pal  minerals,  there  is  considerable  activity  in  quarrying  for  home  con sump 
tion.  Drilling  for  oil  is  going  on  in  the  Western  and  Northern  Ghana  as 
part  of  the  Gulf  Oil  Concession.  Manufacturing  also,  both  public  and  pri¬ 
vate,  is  being  pioneered  and  fostered  by  the  government. 

The  growth  of  manufacturing  industry  oroceeds  slowly.  The 
most  infant  plants  are  printing  and  publishing,  furniture,  soft  drinks 


^Great  Britain  -  Colonial  Office  -  The  Volta  River  Scheme,  Cmd  Paper  8702, 

1952 
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and  bakeries.  Operation  on  true  factory  scale  is  found  only  in  soap, 
edible  oils,  matches,  cigarettes  and  brewing.  Most  of  these  factories 
are  government  sponsored.  Government  participation  in  manufacturing  in¬ 
dustry  is  carried  out  by  the  Ghana  Industrial  Development  Corporation 
(I.D.C.).?  The  Corporation  operates  seventeen  fully  owned  companies  and 
participates  in  partnership  with  ten  others.  The  Corporation  is  consid¬ 
ering  building  other  factories  to  include  a  large  processor  of  aluminium 
sheets,  roofing  materials  and  aluminium  utensils,  a  flour  mill  and  a 
clinker  cement  plant.  Also  negotiations  are  in  hand  for  establishment 
of  a  textile  mill.  Reliable  production  statistics  are  not  available.  As 
production  of  these  industries  increases  to  meet  local  demand,  the  trade 
balance  will  likely  improve. 

Ghana’s  slowly  growing  wealth  is  largely  due  to  external 
trade  based  on  primary  products.  Ghana's  trade  policy  is  much  tied  to 
that  of  the  United  Kingdom  government.  It  has  been  the  policy  of  Ghana 
to  allow  greater  freedom  in  the  import  trade  by  placing  more  commodities 
on  Open  General  Licence.  As  a  result  of  negotiations  and  agreements 
through  the  General  Agreement  on  Tariffs  and  Trade  (G.A.T.T.),  Gonmon- 
wealth  Conferences,  and  the  relaxation  on  dollar  restrictions within  the 
sterling  area,  imports  of  practically  all  commodities  are  permitted  ei¬ 
ther  under  Open  General  Licence  or  under  Quota  Licence.^ 

9 

A  statutory  Board  established  in  1951* 

^Qpota  Licence  was  instituted  in  1945  by  the  old  colonial  administration 
to  conserve  hard  dollar  currency  in  the  sterling  area. 
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An  increasing  demand  for  quality  manufactured  goods  and 
for  capital  goods  for  economic  development  have  led  to  rapidly  rising 
imports  since  1949*  The  value  of  imports  increased  by  112  per  cent 
between  1949  and  1957* 

All  told,  the  pattern  of  changes  since  1949  has  not  been 
the  same  for  all  sections  of  the  Import  List.  All  except  one  of  the  major 
sections  of  the  List  showed  increases  in  the  average  value  index  ranging 
from  two  points  in  food,  beverages,  tobacco  and  miscellaneous  manufactured 
articles  to  eight  points  in  mineral,  fuel  and  chemicals.  The  sharp  in¬ 
creases  in  the  total  volume  of  imports  in  recent  years  (1955-1958)  as  com¬ 
pared  with  past  years  (1945-48)  were  accounted  for  mainly  by  marked  in¬ 
creases  in  foods,  mineral  fuels,  textiles,  but  chemicals  and  miscellaneous 
articles  also  increased  in  volume  and  value  of  trade. 

Continuing  relaxation  of  licensing  controls  and  dollar  re¬ 
strictions  in  the  sterling  area  after  the  Second  War  and  the  emergence  of 
alternative  sources  of  supply,  has  resulted  in  a  decline  in  the  proportion 
of  total  imports  obtained  from  the  United  Kingdom.  The  United  Kingdom's 
share  of  Ghana's  import  trade  began  declining  from  1949  (57.7  per  cent) 
until  it  reached  43  per  cent  in  1958,  (see  Table  3.4,  p.  42).  Within  the 
same  period  the  trade  with  Western  Europe  (excluding  the  United  Kingdom) 
has  steadily  increased.  Together  these  countries  account  for  about  30  per 
cent  of  total  imports.  Half  the  trade  is  with  Netherlands  and  Western  Ger¬ 
many;  none  the  less,  the  United  Kingdom  retains  her  position  as  Ghana's  major 
supplier.  The  whole  sterling  area's  share  in  Ghana's  total  trade  has  changed 
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IMPORTS  OF  ORIGIN 


Tabic  3. if 


Vain 

e  ^  (million) 

Country  of  Origin 

194? 

1°50 

1951  1952 

19^3  1954  1955 

l°i6 

1957 

1953 

Commonwealth  Countries 
United  Kingdom  26.2 

27.0 

34.0 

33.0 

43.0  35.0  42.0 

41.7 

40.7 

37.5 

Rest  of  Sterling 

Area  2 .  ft 

3.0 

4.0 

3.4 

3.2  3.5  5.2 

5.5 

5.9 

3.4 

Canada  0.6 

0.4 

0.6 

0.2 

0.6  1.2  0.3 

0.9 

1.0 

0.3 

Foreign  Countries 

Non- sterling:  OEEC 


countries  and 
possessions 

10.5 

11.3 

16.7 

15.6 

17.2 

19.2 

23.0 

22.9 

25.6 

19.3 

United  States  of 

America 

2.5 

2.7 

3.4 

4.3 

4.0 

2.8 

3.3 

3.4 

4.7 

4.3 

Latin  America 

— 

C.l 

C.l 

- 

— 

- 

— 

0.7 

1.9 

1.0 

Japan 

1.7 

2.5 

4.0 

2.8 

4.0 

6.0 

9.0 

9.0 

10.0 

6.7 

Other  Countries 

0.3 

1.1 

1.0 

1.8 

1.8 

2.0 

3.2 

3.0 

5.2 

11.0 

Parcel  Post 

0.3 

- 

- 

- 

- 

1.5 

1.5 

1.8 

1.6 

0.8 

Total 

45.4  43.1 

63.3  66.6  73.3  71.2 

88.0 

88.9 

96.6 

34.6 

Pei 

-centage  of  Total  Value 

Country  of  Origin 

1949 

1950 

1951  1952  1953 

1954 

1955  1956  1957 

1953 

Commonwealth  Countries 

United  Kingdom 

Rest  of  Sterling 

57.7 

55.1 

53.2 

57.0 

58.2 

49.0 

47.7 

46.9 

42.3 

43.2 

Area 

6.1 

6.2 

6.2 

5.1 

4.3 

4.9 

5.0 

6.2 

6.1 

4.1 

Canada 

1.3 

0.3 

0.9 

0.3 

0.3 

1.6 

0.9 

1.0 

1.0 

0.9 

F^-reign  Countries 

Non- sterling  OEEC 

23.3 

23.5 

26.0 

23.4 

23.3 

26.9 

25.0 

25.3 

26.5 

22.8 

countries  and 
possessions 

United  States  of 

America 

5.5 

5.6 

5.2 

7.2 

5.5 

3.9 

3.7 

3.8 

4.8 

5.1 

Latin  America 

- 

1.3 

0.1 

- 

- 

- 

- 

0.8 

1.9 

1.2 

Japan 

3.7 

5.0 

6.3 

4.2 

5.5 

8.7 

12.2 

10.2 

10.3 

3.0 

Other  Countries 

G.7 

2.0 

2.1 

2.3 

2.4 

2.9 

3.6 

3.3 

5.4 

13.7 

Parcel  Post 

1.7 

- 

- 

- 

- 

2.1 

1.9 

2.0 

1.7 

1.0 

Total 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

Source:  Handbook  of  Department  of  Ccmmerce  and  Industry,  1°57 
Economic.  Survey  of  Ghana,  195 
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very  little  within  this  ten-year  period  (1949-1958)  because  it  still  has 
an  average  of  56.9  per  cent  of  Ghana's  imports. 

Available  information  regarding  Ghana's  exports  by  coun¬ 
tries  is  quite  inadequate  to  portray  the  trend  of  export  changes. 

Table  3.5  -  VALUE  OF  EXPORT  OF  DOMESTIC  PRINCIPAL  PRODUCE 

(EHiring  Each  Calendar  Year) 

(£'million) 


1949 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

Cocoa 

34.0 

54.6 

60.3 

52.5 

56.2 

84.6 

65.6 

51.1 

50.9 

62.3 

Gold 

6.4 

e.7 

8.6 

9.2 

9.5 

9.9 

9.1 

7.5 

9.8 

10.6 

Diamonds 

1.5 

2.7 

6.4 

5.4 

4.0 

4.3 

5.5 

8.0 

9.0 

8.6 

Manganese 

4.0 

5.0 

7.2 

8.3 

8.7 

5.1 

5.1 

7.0 

9.0 

8.6 

Bauxite 

0.3 

0.2 

0.2 

0.2 

0.2 

0.3 

0.2 

0.3 

0.4 

0.5 

Timber 

2.2 

3.9 

5.0 

4.2 

5.9 

6.7 

8.0 

9.5 

9.5 

10.9 

Others 

1.5 

2.9 

4.2 

6.5 

5.5 

3.8 

2.0 

3.2 

2.8 

2.6 

Total 

49.9 

78.0 

91.9 

86.3 

90.0 

114.7 

95.5 

86.6 

91.4  104.1 

Cocoa  as 
percentage 
of  total 
exports 

68.0 

66.0 

65.0 

60.0 

62.5 

73.6 

68.0 

59.4 

55.6 

59.7 

Sour c e :  Handbook  of  Department  of  Commerce  and  Industry,  195? 
Economic  Survey  of  Ghana,  19 58 


The  exports  of  Ghana  are  mainly  primary  products  which,  as 
already  pointed  out,  are  quite  sensitive  to  world  price  fluctuations. 
Allowing  for  these  fluctuations  in  price,  the  total  value  of  the  country's 
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domestic  principal  exports  has  increased  by  109  per  cent  from  1949  to  1958 
(Table  3.5,  p.  43) •  Cocoa  still  leads  the  export  list  with  an  average 
percentage  of  about  63. 6;  gold,  manganese,  diamonds  and  timber  in  order  of 
importance.  Each  product  has  been  discussed  earlier,  except  the  trend  of 
exports  by  destination. 

Table  3.6  -  EXPORTS  OF  DOMESTIC  PRODUCE  BY  DESTINATION 


Export  by  Destination 

Percentage  of 

Total  Value 

1954 

1955 

1956 

1957 

1958 

Commonwealth  Countries 

United  Kingdom 

40.7 

35.2 

34.5 

37.3 

36.8 

Rest  of  Sterling  Area 

2.3 

2.0 

6.1 

3.8 

4.5 

Canada 

0.2 

0.1 

1.0 

1.0 

0.6 

Foreign  Countries 

Non-r  Sterling 

Countries  and  Possessions 

36.8 

36.4 

37.4 

35.0 

36.3 

United  States  of  America 

16.9 

15.3 

18.5 

15.8 

19.2 

U.S.S.R. 

- 

5.8 

— 

6.8 

0.4 

Other  Countries 

3.1 

5*2 

2.5 

0.3 

2.2 

100.0 

ioo.o  : 

100.0 

100.0 

100.0 

Source:  Computed  from  Handbook  of  Department 

of  Commerce 

and  Trade, 

Ghana 

Ec  onomic 

Survey, 

1958 

1957 

The  trend  of  Ghana’s  export  trade  with  other  countries 
follows  the  same  pattern  as  imports. 

Amongst  the  European  Economic  Community  (E.E.C.)  countries. 
Western  Germany  is  Ghana’s  best  market.  Therefore,  it  is  likely  that  the 
recent  increase  of  tariff  from  five  to  nine  per  cent  ad  valorem  on  cocoa. 
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as  imposed  by  Western  Germany,  will  affect  the  pattern  of  Ghana's  exports. 

In  outlining  the  flow  of  imports,  we  noted  that  as  a  result 
of  the  government  economic  programme,  and  other  consumer  demands,  Ghana  is 
drawing  heavily  on  its  foreign  reserves.  The  gradual  deterioration  in 
Ghana's  external  trade  balance11  began  in  1955,  but  in  1953  a  favourable 
world  price  of  cocoa  and  slow  down  in  home  demand  helped  check  imbalances 
of  1956  and  1957. 

Fluctuations  in  Ghana’s  balance  of  payment  are  mainly  due 
to  variations  in  its  raw  material  export  earnings.  The  most  important 
price  fluctuation  is  that  of  cocoa.  The  cocoa  export  tax  is  such  an  im¬ 
portant  part  of  revenue  that  it  is  difficult  to  budget  intelligently  for 
capital  investment.  These  price  changes  make  the  economy  precarious  and 
diversification  highly  desirable. 

For  the  past  six  years  it  has  been  the  aim  of  the  govern¬ 
ment  to  achieve  a  balance  between  public  and  private  investment.  Although 
some  progress  has  been  made  there  is  still  some  way  to  go  before  the  posi¬ 
tion  can  be  regarded  as  satisfactory.  The  public  sector  of  the  economy  is 
expanding  rapidly  owing  to  government  expenditure  on  economic  development 
programmes.  On  the  other  hand,  relatively  little  capital  formation  is 
taking  place  in  manufacturing  industry  especially  and  to  some  extent  in 
agriculture  and  in  mining.  Private  investment  up  to  1955  averaged  about 
one  third  of  gross  fixed  investment.  Later  figures  are  not  complete,  but 
there  is  no  reason  to  think  that  the  situation  has  changed  significantly. 

The  problem  of  dependence  of  a  predominantly  agricultural 

11 


See  Appendix  IV 
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country  on  a  single  crop  is  certainly  more  serious  than  simple  statistics 
suggest.  But  encouragement  of  some  manufacturing  and  other  industries  as 
part  of  the  plan  of  deliberate  diversification  has  also  not  been  without 
hurdles. 

B.  RELATED  PROBLEMS 

In  our  preceding  discussions  we  have  seen  that  Ghana’s 
present  wealth  and  prosperity  depend  mainly  on  cocoa.  This  product,  how¬ 
ever,  is  very  sensitive  to  changes  in  crop  conditions  and  in  the  world 
prices.  Taking  1952/53  cocoa  world  price  per  ton  as  the  base  (see  Table 
3.1,  p.  31),  the  price  fell  by  eight  per  cent  in  1953/54,  it  went  up  in 
1954/55  by  44  per  cent  and  then  started  to  decline  from  1955/56  until 
1958/59  when  it  recovered  and  went  up  again  by  48  per  cent.  This  picture 
— unpredictable  fluctuation  and  uncertainty  of  inccme — is  a  matter  of 
serious  concern.  These  fluctuations  are  the  most  important  single  influ¬ 
ence  on  government  development  activity  and  on  the  other  sectors  of  the 
economy.  A  substantial  part  of  the  funds  for  development  (both  private 
and  public)  is  obtained  either  directly  or  indirectly  from  cocoa  earnings. 

Owing  to  the  present  difficulty  of  ]£  ying  personal  income 
tax  in  Ghana,  export  duties  on  cocoa  are  the  mainstay  of  the  government 
budget,  though  they  may  sometimes  appear  in  the  budget  in  the  guise  of 
royalties  or  loans  from  the  Marketing  Board.  Even  other  private  compan¬ 
ies  ability  to  pay  corporation  income  tax  depends  more  or  less  on  the 
performance  of  cocoa  income  in  the  export  sector. 

Government  capital  expenditure  is  closely  determined  by 
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cocoa  price  trends.  For  example,  when  the  primary  products  boomsof  1950 
and  1954  increased  tax  revenue  subst anti ally,  the  government  used  a  large 
fraction  of  the  rise  to  commence  the  'ambitious'  First  Development  Plan. 
The  subsequent  decline  in  cocoa  export  price  in  1956/57  was  reflected  in 
a  decline  in  public  capital  investment.  The  development  plan  was  conse¬ 
quently  consolidated  and  Ghana  began  to  draw  heavily  on  her  reserves  and 
long  term  security  holdings  in  the  United  Kingdom  as  well  as  the  Reserves 
of  the  Cocoa  Marketing  Board.  Continuous  borrowing  from  the  Board  re¬ 
serves  will  exhaust  them  if  cocoa  prices  dip  violently  again  in  the  near 
future • 

To  some  extent,  internal  stability  is  being  maintained 
partly  by  using  the  cocoa  stabilization  fund  to  stabilize  the  agreed  co¬ 
coa  farmers*  incomes,  and  partly  by  the  trade  unions  response  to  the 
government  policy  of  keeping  the  cost  of  living  down.  For  example,  in 
December  1957,  the  index  of  retail  prices  had  risen  since  1953  by  only 
eight  per  cent  as  compared  with  nine  per  cent  in  Western  Germany,  thir¬ 
teen  per  cent  in  France  and  eighteen  per  cent  in  the  United  Kingdom. 
Nevertheless,  the  danger  of  latent  inflation  in  Ghana  is  not  completely 
averted.  It  requires  all  fiscal,  monetary  and  trade  policies — perhaps 
rationing — which  in  a  new  developing  country  are  difficult  to  implement 
without  dislocating  some  phases  of  the  industrial  growth. 

A  major  problem  is  to  find  other  sources  of  funds  or  sav¬ 
ings  for  capital  investment.  At  the  rate  of  government  borrowings  from 
C.M.B.,^  we  may  expect  the  cocoa  producers  raising  objection  to  it,  if 

12 


See  Appendix  II 
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eventually, government  turns  to  the  cocoa  Stabilization  Fund.  Probably 
this  may  flare  up  as  a  political  issue  which,  if  carelessly  handled,  will 
bring  the  government  down,  and  thereby  defeat  the  country's  economic  ob¬ 
jective.  This  Sword  of  Damocles  hanging  over  the  state  limits  the  inter¬ 
nal  source  of  liquid  reserves.  Thus  its  borrowing  capacity,  both  inter¬ 
nally  and  overseas,  is  now  small  in  comparison  to  the  level  of  her  pre¬ 
sent  investment  expenditure. 

What  about  borrowing  from  the  Central  Bank?  The  govern¬ 
ment  's  inability  or  unwillingness  to  finance  development  by  expanding 
the  fiduciary  part  of  the  currency  issue  is  partly  due  to  conventional 
and  constitutional  limitations  on  the  money  supply. ^  Even  where  there 
are  no  such  limitations,  the  attempt  to  maintain  an  increased  rate  of  in¬ 
vestment,  after  export  incomes  have  fallen  back,  may  mean  a  critical  de¬ 
terioration  in  foreign  reserves  or,  if  that  is  avoided  by  use  of  exchange 
controls,  a  heavy  pressure  of  excess  demand  in  the  internal  market.  In 
either  event  the  government  may  find  it  difficult  to  keep  up  a  high  level 
of  investment  if  fluctuations  in  cocoa  export  incomes  are  not  stabilized. 

The  cocoa  orice  swung  from  £566  a  ton  c.i.f.  London  in  July  1954  to  £168 
a  ton  in  February  1957  and  back  again  at  £318  a  ton  in  December  1957. 

The  Food  and  Agriculture  Organization  of  the  United  Nations  has  set  up  a 
committee  to  study  the  possibility  of  an  international  agreement,  inter 
alia,  to  reduce  fluctuations  in  the  price  of  cocoa.  The  Ghana  Government 
participated  in  these  discussions,  and  a  recent  meeting  in  Hamburg  decid¬ 
ed  against  stabilization  now.  This,  in  essence,  leaves  Ghana  with  her  problem. 


13 

'Ghana  currency  is  tied  to  sterling  and  the  rules  of  the  sterling  exchange 
standard  have  checked  currency  expansion  in  the  past. 
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Mot  only  does  fluctuating  cocoa  income  affect  government 
capital  expenditure,  but  also  capital  formation  in  the  private  sector. 

The  various  changes  in  consumption  and  investment  result  in  changes  in 
imports.  Fluctuations  which  enter  the  economy  through  its  exports  final¬ 
ly  flow  out  again  as  fluctuations  in  payments  for  imports  of  goods  and 
services.  As  the  profits  of  companies  fall,  resulting  from  a  reduced 
consumption,  any  anticipated  expansion  by  the  private  sector  is  likely  to 
be  curtailed  or  shelved.  Surely,  one  may  ask  if  Ghana  has  other  attrac¬ 
tive  investment  possibilities  in  export  industries,  she  nay  be  able  to 
attract  savings  either  from  abroad  or  from  other  sectors  of  the  economy? 
Or  what  becomes  of  personal  savings?  Or  how  do  the  commercial  houses  and 
chartered  banks  treat  their  respective  increases  in  earnings  and  in  de¬ 
posits?  The  answer  to  these  questions  is  simple.  Foreign  investors  or 
lenders,  and  until  recently  the  local  private  sector  (largely  in  the 
hands  of  Europeans),  have  been  unsympathetic  to  Ghana's  course  of  devel¬ 
opment  . 

Until  July  1959,  when  a  withholding  tax  of  six  pence  in  a 
pound  was  imposed  to  reduce  outflow  of  capital  to  a  minimum  (to  be  dis¬ 
cussed  later),  both  commercial  houses  and  chartered  baaks  invested  their 
profits  (after  tax)  abroad  as  the  sterling  exchange  standard  allows  free 
capital  movement  to  other  sterling  area  countries.  Even  if  Ghana's  Cen¬ 
tral  banking  system^*’  is  well  developed,  its  exchange  control  polic7^ 
could  not  effectively  check  the  outflow  of  capital  to  another  sterling 

have  already  pointed  out  (supra,  p.  4C)  that  Ghana  is  within  the 
sterling  area,  and  is  therefore  committed  to  allow  tree  movement  rf 
capital  within  the  sterling  area. 
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country  as  long  as  "this  standard  of  free  sterling  exchange  within  the 
bloc"  continues  to  be  the  accepted  principle  of  all  members  of  the  ster¬ 
ling  area. 

Besides  this,  even  though  the  tax  was  intended  to  make  the 
existing  companies rlcugh  back  their  accumulated  earnings  for  expansion  so 
as  to  foster  economic  growth,  the  tax  i^without  adverse  effects.  One  of 
its  possible  effects  is  the  likelihood  of  deterring  any  anticipated  for¬ 
eign  investors.  This  is  one  of  Ghana’s  puzzles. 

Now,  what  about  farmers’  and  petty  traders’  personal  sav¬ 
ings?  If  there  is  any  at  all,  most  of  it  is  hoarded.  The  farmer  is  likely 
to  spend  his  income  to  meet  his  external  family  obligations.  The  old  mar¬ 
riage  system  of  polygamy  which  was  an  economic  asset  for  the  agrarian 
society  in  the  past  is  now  a  drain  on  the  individual's  financial  resources. 
An  average  Ghanaian  can  hardly  save  any  part  of  his  income  because  of  re¬ 
sponsibilities  towards  all  members  of  his  tribal  clan.  In  the  first  years 
of  good  cocoa  price,  the  farmers  of  Ghana  tended  to  spend  their  money  on 
marriage  and  on  consumer  goods  such  as  bicycles  and  gramophones. 

While  this  high  propensity  to  consume  imported  manufac¬ 
tured  goods  did,  in  fact,  increase  business  profits,  these  prof  its-*- 5  were 
remitted  to  pa rent- companies  in  Europe. 

Under  these  circumstances,  private  capital  formation  be¬ 
comes  difficult,  if  not  impossible.  But  to  get  the  maximum  rate  of 

■^As  a  result  of  the  withholding  tax  imposition  in  1959,  and  of  the  United 
Kingdom  Government’s  new  tax  law  under  Overseas  Trade  Corporation  Act, 
European  Company's  practice  of  overseas  remittances  is  modified. 


See  also  Chapter  VII 
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growth  it  is  necessary  that  private  investment  as  well  as  foreign  aid  or 
loans  should  be  forthcoming  more  readily  than  hitherto.  The  expansion 
of  private  investment  (both  local  and  foreign)  has  been  slower  than  could 
be  hoped  for.  Furthermore,  Ghana  has  not  been  able  to  obtain  foreign 
loans,  not  even  a  loan  from  the  International  Bank  for  Reconstruction  and 
Development  (I.B.R.D.).  The  numerous  missions  of  other  governments  which 
have  visited  Ghana  give  evidence  of  increasing  interest  in  the  country  as 
a  market  rather  than  a  field  of  investment.  Perhaps  the  future  may 
change  for  the  better,  but  at  present  it  is  discouraging. 

Besides  these  financial  puzzles,  there  are  other  problems 
which  in  varying  degrees  impede  economic  progress.  The  social  structure; 
(a)  family  institutions  and  values,  (b)  the  present  organization  of  pub¬ 
lic  administration  and  the  colonial  mentality  of  most  of  its  senior  Afri¬ 
can  civil  servants,  and  (c)  land  tenure  and  other  aspects  of  the  society, 
do  in  fact  retard  economic  growth.  Since  these  are  largely  outside  the 
scope  of  this  thesis,  they  will  be  dealt  with  briefly. 

The  extended  family  often  acts  as  a  means  of  social  secur¬ 
ity  to  almost  all  members  of  a  family.  As  any  distressed  member  of  the 
family  could  easily  fall  upon  the  institution  for  help,  he  is  likely  to 
be  less  resourceful.  Again,  since  the  '’wealthy"  amongst  this  family  sys¬ 
tem  is  obligated  to  care  for  all  extended  relations  he  is  prone  not  to 
utilize  all  his  resources  to  the  full.  Perhaps  this  made  Dr.  Busia  (a 
Ghanaian),  in  outlining  social  problems  which  deter  Ghana’s  economic 
growth  write: 
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’•You  might  talk  to  us  about  the  importance  of  investing 
capital,  and  you  might  give  us  all  the  trappings  of 
high  production,  but  if  the  individual  has  no  integ¬ 
rity  and  no  honesty  the  economic  system  may  break  down. 

In  the  same  way,  you  might  introduce  the  machine  and 
give  us  all  the  trappings  necessary  for  increased  pro¬ 
duction  but  if  the  labourer  sits  by  the  roadside  three 
hours  waiting  until  a  supervisor  appears  and  then  makes 
a  spurting  effort,  all  the  calculations  about  develop¬ 
ment  and  production  are  going  to  go  wrong . "I® 

Although  the  spirit  of  enterprise  is  lively  among  young 
Ghanaians,  and  the  rising  orices  of  export  primary  products  have  favoured 
development  of  some  indigenous  industries,  there  has  been  very  little 
evidence  of  any  substantial  native  initiative  of  building  industries 
apart  from  those  which  either  have  been  European  controlled  or  centrally 
fostered,  partly  because  of  the  traditional  reluctance  on  the  part  of 
some  foreign  firms  to  employ  native  people  above  the  level  of  clerks. 

Economic  development  creates  a  great  demand  for  competent 
administrators,  whether  in  business  or  public  service.  Much  of  the  ad¬ 
ministrative  experience  can  only  be  gained  by  offering  young  Ghanaians 
the  opportunity.  But  as  long  as  Ghanaians  are  denied  of  opportunities, 
the  country’s  economic  growth  is  likely  to  be  held  up  by  dependence  on 
foreign  enterprise. 

This  problem  is  aggravated  by  the  mentality  of  some  Afri¬ 
can  senior  civil  servants  who  resist  change.  A  desire  for  economic 
growth  should  be  backed  up  by  abilitjr  and  willingness  of  those  in  author¬ 
ity  in  the  public  administration  to  implement  new  policies  for  the  good 
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of  the  whole  country.  Technical  assistance  becomes  meaningless  when  top 
officials  willy-nilly  fail  to  put  them  into  force,  or  are  reluctant  to 
give  young  trained  personnel  the  chance  to  use  their  newly  acouired 
knowledge  to  meet  the  country’s  economic  objectives. 

As  pointed  out  earlier,  land  tenure  is  a  complicating  ques¬ 
tion  which  is  not  easy  of  solution.  There  is  undoubtedly  a  great  wastage 
of  effort  at  the  present  time  by  wa3r  of  litigation  over  land  cases,  and  a 
wastage  of  valuable  initiative  and  incentive  due  to  the  difficulties  ex¬ 
perienced  by  any  progressive  farmer  in  putting  his  ideas  into  operation 
especially  if  this  involves  increasing  his  area  of  land. 

All  in  all,  these  internal  problems,  coupled  with  the 
government’s  inability  to  borrow  funds  for  economic  development,  make  the 
country’s  industrial  growth  very  slow  and  sometimes  uncertain,  especially 
the  Volta  River  Project.1-?  Neither  the  I.B.R.D.,  nor  any  foreign  lending 


The  Volta  River  Project  which  was  first  brought  to  the  attention  of 
the  general  public  as  a  result  of  a  United  Kingdom  White  Paper  (Cmd  P702) 
published  in  1952  envisages  large  scale  hydro-electric  development  and 
aluminium  production  in  Ghana.  The  project  has  been  delated  by  the  United 
Kingdom  Government  because  of  political  factors — perhaps  because  of  Dr. 
Mmimah’s  anti-colonial  declarations. 

The  project  includes  the  construction  of  a  dam  across  the  Volta  River, 
a  power  station  capable  of  generating  about  1  million  kilowatts,  a  smelter 
that  would  use  the  greater  part  of  this  power  for  the  manufacture  of  the 
aluminium  from  the  large  deposits  of  bauxite  in  the  country.  The  power 
will  also  be  used  for  future  manufactures  and  by  other  industries,  and  for 
electrification  of  the  whole  country.  The  White  Paper  outlined  a  scheme 
in  which  Ghana  and  the  United  Kingdom  Governments  would  participate,  with 
two  aluminium  companies — Aluminum  Limited  of  Canada  and  the  British  Alumi¬ 
num  Companjr — which  had  been  associated  in  the  preliminary  investigation. 
According  to  the  White  Paper,  the  project  is  technically  sound  but  the 
total  cost  is  likely  to  be  in  the  neighbourhood  of  £230  million.  However 
due  to  political  reasons,  both  the  United  Kingdom  Government  and  the  two 
aluminium  companies  dropped  the  project  in  1952*  leaving  the  Ghana  Govern¬ 
ment  alone  to  bear  the  whole  cost  of  the  undertaking  if  and  when  the  pro¬ 
ject  is  begun. 

At  this  juncture,  Ghana’s  industrial  future  which  was  hinged  on  the 
Volta  River  Project  became  grim  and  uncertain. 
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house,  nor  any  foreign  government,  haS  offered  to  assist  Ghana  financi¬ 
ally.  As  Ghana  is  now  drawing  heavily  on  her  limited  foreign  exchange 
reserves  and  since  market  prospects  of  cocoa  industry  are  uncertain,  it 
is  difficult  to  envisage  the  outcome  of  any  of  Ghana's  industrialization 
programme  whose  implementation  and  completion  depend  upon  present  and 
future  cocoa  revenue.  All  attempts  to  stabilize  the  world  cocoa  price 
through  the  Food  and  Agricultural  Organization  (F.A.O.)  have  come  to 
nought.  Thus,  very  little  can  be  said  about  the  prospects  for  Ghana's 
export  economy,  dependent  as  they  are  on  the  fluctuating  world  price  of 
cocoa. 

This  then  is  Ghana's  economic  situation — infested  with  un¬ 
certainties  and  hurdles.  The  dependence  is  precarious  because  adverse 
changes  in  the  world  market  for  one  or  few  commodities,  especially  cocoa, 
may  undermine  completely  the  economic  position  of  the  country.  Albeit, 
the  answer  to  the  whole  problem  is  a  slow  but  effective  long-tern  gxowt.i 
towards  a  more  diversified,  industrialized  and  integrated  economy. 

But  how  will  Ghana  diversify  and  with  what  means?  The  im¬ 
mediate  solution,  as  a  necessary  evil,  is  government  intervention  in  the 
economy  with  the  only  available  means— fiscal  policy. 

The  Prime  Minister,  Dr.  Hkrumah,  in  his  policy  speech  to 

the  Ghana  Parliament  in  1954  said: 

"The  House  is  well  aware  of  the  proposal  to  produce  elec¬ 
tricity  bv  damming  the  Volta  River  and  to  construct  an 
aluminium"  smelter^  In  addition,  the  Government  is  anx¬ 
ious  that  the  economy  of  the  country  should  be  expanded 
in  other  directions.  It  has  for  some  time  been  consid¬ 
ering  the  possibilities  of  progressive  industrial  devel¬ 
opment  in  the  Gold  Coast  and  has  examined  the  problems 
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and  difficulties  which  would  emerge  from  the  implemen¬ 
tation  of  such  a  programme. 

m.*fe  are  satisfied  that  there  is  ample  scope  for  estab¬ 
lishment  of  many  new  enterprises. 

"In  formulating  its  policy  the  Government  has  accepted 
the  fact  that  it  will  be  many  years  before  the  Gold 
Coast  will  be  in  a  position  to  find  its  own  (adequate) 
resources  and  people  who  can  combine  capital  with  the 
experience  required  in  the  development  and  management 
of  new  industries.  It  is,  therefore,  apparent  that 
the  Gold  Coast  must  rely  to  a  large  extent  on  foreign 
enterprise  and  the  Government  is  anxious  to  give  it 
every  encouragement. 

"The  Gold  Coast  has  reserve  funds  which  could  be  made 
available  for  investment  in  small  and  large  scale 
enterprise  with  local  or  foreign  private  partnership." 

But  the  anticipated  private  investment  of  foreign  capital 
was  not  forthcoming;  he  continued, 

"Therefore  the  government  proposes  to  take  steps  to 
build  up  and  extend  the  industrial  structure  of  the 
economy."1^ 


In  the  same  vein,  the  Minister  of  Trade  and  Commerce  in 
introducing  the  1956/57  Estimate  for  his  Ministry  emphasized, 

"It  is  the  Government  policy  to  do  everything  in  its 
power  to  encourage  the  establishment  of  new  indus¬ 
tries  in  Ghana,  especially  those  connected  with  pro¬ 
cessing  of  local  raw  materials. "^9 

Hence,  the  Government’s  increasing  activity  in  the  whole 


economy. 


"^Ghana,  Development  Commission,  Statement  on  Capital  Investment  made  by 
the  PtHttip  Minister,  in  the  Gold  Coast  Legislative  Assembly,  March  1954, 

-  pp.  1-6. 

19Ghana,  Ministry  of  Trade  and  Commerce,  Handbook  of  Commerce  and  Industry, 
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The  traditional  purposes  of  a  budget  are  to  present  the 
financial  position  of  the  government  and  to  propose  tax  charges  which 
are  necessary  for  carrying  out  of  government  services  and  activities. 

In  Ghana — as  in  other  countries — the  budget  has  become  a  vehicle  for 
pronouncement  of  the  government 1 s  attitude  towards  economic  development 
and  social  changes.  Thus,  as  the  country's  economy  is  no w  positively 
being  developed  so  also  is  its  public  finance.  This  stands  in  direct 
contrast  to  the  last  hundred  years  in  which  sources  of  revenue  were  mea¬ 
gre  and  government  services  were  limited. 

Its  evolution  has  tended  towards  increasing  the  importance 
of  national  finances  vis-a-vis  central  and  local  finances.  The  finances 
of  the  departments  and  municipalities  are  now  regulated  to  a  large  meas¬ 
ure  by  the  national  legislature  and  are  co-ordinated  to  achieve  national 
development.  In  this  respect,  the  national  budget  which  during  the  1930's 
accounted  for  less  than  one-twelfth  of  the  total  national  expenditure  now 


accounts  for  about  one-fourth 
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CHAPTER  IV 


DEVELOPMENT  PLANS 

Industrialization  has  been  regarded  by  the  government  as  a 
panacea  for  Ghan^  economic  fragility  and  poverty.  It  was  argued  that  the 
high  standards  of  living  which  have  been  achieved  in  some  countries  during 
the  past  century  and  a  half  have  been  due  in  the  main  to  the  growth  of  the 
industrial  system.  This  has  raised  productivity  in  the  industrial  coun¬ 
tries  in  which  it  has  occurred,  and  increased  the  contrast  between  the 
wealth  and  the  poverty  of  the  rest  of  the  world. 

In  the  absence  of  private  initiative  and  enterprise  in 
Ghana,  the  government  has  assumed  a  large  responsibility  for  the  country’s 
economic  development.  Thus  projection  of  public  exoenditure  is  now  based 
on  the  idea  that  the  government’s  fiscal,  policy  is  to  play  an  essential 
part  in  strengthening,  diversifying  and  intensifying  the  rate  of  economic 
growth.  The  government  must  not  only  be  in  a  position  to  allocate  larger 
resources  to  direct  capital  formation  through  official  investment  pro¬ 
grammes,  but  will  also  need  to  provide  for  social  services.  Consequently, 
the  Government  of  Ghana  is  plagued  with  the  problem  of  determining  the  de¬ 
velopment  plan  by  reference  to  (a)  the  total  size  of  national  income,  (b) 
the  allocation  of  resources  between  competing  producer  goods  and  consumer 
goods  projects,  (c)  the  allocation  of  funds  among  investment  projects  which 
are  considered  conducive  to  the  achievement  of  balanced  and  integrated  eco¬ 
nomic  development,  (d)  the  effects  upon  local  and  individual  initiative, 

(e)  the  maintenance  of  stability  in  the  face  of  socio-economic  changes, 

(57) 
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and  (f)  the  expansion  of  trade  with  other  nations. 

These  are  a  few  of  the  problems  being  encountered  by  the 
Government  of  Ghana  in  formulating  the  development  plans  and  implementing 
them  to  achieve  the  economic  objective  of  industrialization.  It  involves 
many  issues  which  offer  no  easy  answers.  To  achieve  the  economic  objec¬ 
tive  in  a  "planned  economy"  other  objectives  will  fall  short  of  desired 
levels. 

The  total  size  of  each  development  plan  in  no  way  provides 
a  blue  print  in  terms  of  ideal  patterns  of  economic  growth  due  to  changes 
in  availability  of  resources  and  in  price  trends.  Therefore  a  continual 
examination  of  the  circumstances  and  potentialities  of  each  plan  is  nec¬ 
essary.  As  capital  formation  is  a  prereouisite  for  future  economic  growth, 
it  is  also  lively  that  a  larger  proportion  of  resources  would  be  allocated 
for  producer  goods  rather  than  for  consumer  goods.  Of  course  it  is  contin¬ 
ual  effective  demand  for  consumer  goods  which  serves  as  a  catalyst  for  fur¬ 
ther  producer  goods.  Thus  strict  control,  either  monetary  or  otherwise,  on 
consumer  goods  in  favour  of  capital  goods  may  tend  to  undermine  economic 
growth.  This  is  another  dilemma  facing  the  state  in  its  role  of  allocat¬ 
ing  available  resources  amongst  competing  sectors.  Unless  the  people, 
anticipating  future  materialism,  are  willing  to  tighten  their  belts  for 
capital  goods  at  expense  of  consumer  goods,  the  development  plan  will  be 
defeated. 

Another  task  for  the  government  appears  to  be  to  determine 
an  appropriate  balance  between  current  "social  investment"  (general  admin- 
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istration,  health,  education  and  other  community  development  services) 
and  what  is  called  ’’productive  or  economic  investment”.  Often  the  for¬ 
mulation  of  a  development  plan  implies  that  available  resources  must  be 
allocated,  perhaps,  to  two  clearly  defined  purposes  of  current  social 
investment  and  productive  investment.  The  distribution  of  resources  be¬ 
tween  the  two  objectives  is  based  on  the  assumption  that  the  state's  main 
effort  to  increase  capital  formation  will  take  the  form  of  moderate  ex¬ 
pansion  of  current  expenditure  on  lines  such  that  a  proportionally  larger 
quota  of  resources  will  be  transferred  to  the  capital  investment  account. 

In  other  words,  even  if  it  is  taken  for  granted  that  ordinary  expenditure 
will  rise  in  absolute  terms,  it  should  do  so  to  a  lesser  extent  than  total 
expenditure,  so  as  to  allow  of  a  greater  increase  in  public  investment. 

In  initial  stages  of  economic  development  of  Ghana  where 
almost  all  phases  of  the  economy  are  undeveloped,  any  distinction  between 
currents  and  capital  expenditure  for  allocation  of  resources  is  arbitrary. 
Because  it  must  not  be  forgotten  that  public  expenditure  of  this  kind  re¬ 
presents  intangible  investment,  as  by  raising  the  standard  of  living  of 
large  sectors  of  the  community,  it  indirectly  contributes  to  the  improve¬ 
ment  of  productivity.  Public  health,  educational  services  and  the  back¬ 
wardness  of  the  social  services  may  prove  to  be  factors,  which  if  neglected 
in  initial  stages  of  economic  development  may  restrict  the  development  it¬ 
self  . 

Without  a  better  judgement,  over-eagerness  of  a  country  for 
rapid  industrialization  may  tend  to  influence  a  government's  planning  to 

-^-Nevertheless  Ghana  still  distinguishes  between  current  and  capital  expend¬ 
iture.  See  Table  6.4,  ?• 
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devote  more  than  necessary  resources  to  what  is  referred  to  as  productive 
investment,  thereby  ignoring  the  basic  social  investment.  The  best  an 
underdeveloped  country's  government  could  do  in  its  planning  is  to  pay 
equal  attention  to  these  two  equally  important  priorities,  so  as  to  have 
a  balanced  and  integrated  plan. 

The  Government  of  Ghana,  trying  to  find  a  solution  to  this 
labyrinth  of  planning,  drew  the  country's  First  Eight-year  Development 
Plan  (1951 )2  with  a  greater  stress  on  social  investment — general  adminis¬ 
tration,  health  education,  housing,  transport  and  communication — whilst  in 
the  Second  Five  Year  Plan  (1959)  much  emphasis  was  laid  on  capital  invest¬ 
ment  . 


2 

See  Table  4.1,  p.  6l 

The  First  Plan  (1951)  was  respective  departmental  development  plans, 
drawn  up  by  each  department  which  were  later  co-ordinated  in  the  Prime 
'linister's  Office,  for  cabinet  approval.  It  was  then  submitted  to  the 
Legislative  Assembly  for  final  approval  and  implementation. 

Late  in  1954  a  Development  Commission,  a  division  of  the  Prime  Minis¬ 
ter's  Office,  was  established  with  the  responsibility  of  drawing  up  future 
economic  plans.  In  1956  Professor  Arthur  Lewis  was  appointed  to  be  the 
head  of  this  Development  Commission  as  an  expert  and  to  advise  the  govern¬ 
ment  on  development  programmes.  The  Second  Plan  (1959)  was  drawn  up  under 
supervision  of  Professor  Lewis.  Investigations,  recommendations  and  re¬ 
ports  to  the  government  on  the  Second  Plan  have  not  yet  been  made  avail¬ 
able  to  the  public.  The  only  wajr  of  knowing  what  the  government  intends 
to  do  as  far  as  economic  development  is  concerned  is  from  government  pol¬ 
icy  declarations  and  publication  of  the  Plan  itself,  its  presentation  to 
and  approval  of  the  Parliament. 

We  may  note  that  there  has  been  no  extensive  United  Nation's  Economic 
Survey  of  Ghana. 
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DEVELOPMENT  EXPEirDTrnjRE1 
(1951  -  1964) 


ALT  SERVICES 


Table  *+.1 


First  Development  Plan  Second  Development  Plan 

1951  -  June  1959  July  1959  -  June  1964 

KIND  OF  SERVICE - 


Esti¬ 

Actual 

mated 

Total 

Per  cent 

Per  cent 

Project 

Expen¬ 

of 

Estimated 

of 

Total 

diture 

Total 

Project 

Estimated 

£*mil- 

£«  mil¬ 

Expen¬ 

Total 

Total 

lion 

lion 

diture 

^million 

Project 

Social  Investment 

General  Adminis- 

t rati on 

IB. 6 

IB. 5 

12.6 

13.7 

4*0 

Defence,  Law  and 

Order 

6.6 

6.6 

4.6 

7.7 

2.3 

Local  and  Region- 

al  Administra¬ 
tion 

IB. 9 

5.0 

Social  Services: 

Health  ) 
Education  ) 
Housing  ) 

39.6 

36.0 

24.5 

BB.6 

26.0 

Public  Utilities 
Transport  and 

15.6 

14.B 

10.1 

11.5 

3.4 

Communications 

50.0 

53.1 

36.2 

53.0 

15.4 

Productive 

Investment 


Agricultural  and 


Industry 

12.4 

14.2 

9.6 

50.0 

14-.  B 

Volta  River 

Project 

1.6 

1.7 

1.2 

100.0 

29.1 

Advisory  (Experts) 

1.7 

1.7 

1.2 

- 

146.1 

146.6 

100.0 

343.4 

100.0 

Sour c e :  Government 

Annual 

Budget 

Estimates 

19.1-59 

Ghana  Economic  Surveys.  1957  and  195# 


O 

Excluding  ordinary  expenditure.  ^Includes  advisory. 

The  actual  expenditure  was  less  bv  1.3  per  cent  than  originally  estimated. 
But  expenditure  on  Social  Services  and  transportation  exceeded  the  estimated 
exoenditure  by  1.9  and  11  per  cent  respectively. 


-  ■> 


. 


. 


V 


-  62  - 


The  primary  aim  of  the  first  development  plan3  was  the  im¬ 
provement  and  expansion  of  basic  services — general  administration,  preven¬ 
tive  medical  services,  education,  housing,  public  utilities  such  as  water 
electricity,  transport jand  communications.  Though  providing  lit¬ 
tle  immediate  increase  in  output  per  capita,  such  expenditures  are  an  es¬ 
sential  preliminary  for  future  economic  expansion. 

In  1954,  as  a  result  of  a  Lewis  Report^  which  recommended 


inter  alia  that 

'•Number  one  priority  is  therefore  a  concentrated  attack  on 
the  system  of  growing  food  in  the  Gold  Coast,  so  as  to  set 
in  motion  an  ever  increasing  productivity.  This  is  the 
way  to  provide  the  market,  the  capital,  and  the  labour  for 
industrialization. 

"Priority  number  two  is  to  improve  the  public  services — 
transport  and  command. cation,  cheap  power  resources,  water, 

etc . because  at  present  none  of  these  public  services 

is  either  adequate  or  cheap.  Inadequate  public  supplies 
is  at  present  a  major  obstacle  to  further  industrializa¬ 
tion.  Improvement  of  public  services  will  reduce  the  cost 
of  manufacturing  in  the  Gold  Coast,  and  thus  automatically 
attract  new  industries  without  the  government  having  to 
offer  special  favours . " 

As  a  result  of  Lewis  Report  a  greater  attention  was  thenceforward  given 
to  other  phases  of  agriculture  including  the  cocoa  industry. 

As  the  Table  4.1  portrays,  government  policy  on  allocation 
of  resources  during  the  first  plan  was  translated  into  deeds.  The  admin¬ 
istrative  machinery  was  considerably  improved,  but  the  lions  share  of  the 


3 


Great 


Britain  -  Foreign  Office  -  Central  Office  of  Information  -  The 
Making  of  Ghana,  1956,  p.  22 


A.  Lewis,  Report  on  Industrialization  and  the  Gold  Coast,  Accra, 
Government  Printer  1953,  pp.  22-23 
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available  resources  (36.2  per  cent)  went  to  the  improvement  and  expansion 
of  transport  and  communications,  as  a  necessary  foundation  for  economic 
growth.  The  other  prominent  feature  of  the  plan,  taken  as  whole,  was  the 
provision  for  developing  education  on  all  levels,  and  medical  services 
especially  in  rural  areas.  About  £12  million  was  spent  for  the  develop¬ 
ment  of  the  University  College  of  Ghana  and  the  Kumasi  College  of  Tech¬ 
nology  and  nearly  £1  million  sterling  for  scholarships  to  enable  Ghanai¬ 
ans  to  secure  higher  and  professional  Qualifications.  Development  of 

and 

technical  institutes, /trade  schools  was  vigourously  pursued,  not  to  men¬ 
tion  the  expansion  of  primary  and  secondary  schools  which  became  the 
first  priority  on  the  education  project. 

An  attack  on  endemic  diseases  especially  in  rural  areas 
and  in  Northern  Ghana  was  given  serious  attention  and  by  the  end  of  the 
First  Plan  much  improvement  was  evident. 

Only  9.6  per  cent  of  total  First  Plan  expenditure  was  de¬ 
voted  to  agricultural  and  industrial  development,  that  is,  £14.2  million. 
About  £7.6  million  of  this  expenditure  was  spent  on  agriculture  and  other 
land  resources  such  as  the  cocoa  rehabilitation  programme,  soil  conserva¬ 
tion,  animal  health,  fisheries,  forestry  and  other  agricultural  diversi¬ 
fication.  Less  than  £8  million  sterling  was  channelled  to  the  Industrial 
Development  Corporation  (l.D.C.)5  for  developing  "approved11  industries. 

5 

This  is  a  Crown  Corporation  through  which  State  funds  are  channelled  to 
build  the  approved  industries.  It  was  established  in  1947  as  a  Loan 
Board  to  provide  credit  to  local  industrialists.  Short  of  adequate  local 
industrialists,  it  was  authorized  by  the  government  in  1951  to  build  and 
operate  State  industries. 
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All  in  all,  less  stress  was  laid  on  this  sector  of  development  because, 
the 

prior  tc/Lewis  Report,  the  government  was  more  concerned  with,  and  also 
believed  that  education,  health  services  and  transportation  should  be 
given  the  top  priority  in  the  initial  stages  of  Ghana's  industrializa¬ 
tion. 

The  first  phases  of  the  multiple  Volta  River  Project  such 
as  Tema  harbour  and  township,  new  railway  construction  from  Accra  to 
Tema  were  dovetailed  with  the  overall  development  of  social  investment 
sector.  Whilst  the  early  stages  of  first  dam  construction  for  power  was 
begun  with  initial  capital  of  £1.7  million,  hoping  to  continue  the  pro¬ 
ject  during  the  next  Second  Plan,  which  came  into  operation  ir  July 

1959. 

The  First  Plan  ended  with  actual  expenditure  of  £146.6 
million  sterling,  an  increase  of  £0.5  million  of  the  estimated  cost. 

Even  though  productive  investment  was  second  to  the  social  investment 
during  this  period,  nevertheless,  judging  from  achievements  so  far  made 
from  the  First  Plan,  it  is  safe  to  say  much  spade  work  has  been  done, 
ready  for  the  real  task  of  industrial  development  which  the  Second  Plan 
purports  to  do.  The  network  of  transport  and  comnuni cat ions  has  been 
built,  schools  of  all  kinds  established  with  enrollment  increasing,  hous¬ 
ing  and  medical  facilities  are  improving,  leaving  the  mentality  of  some 
Ghanaians  to  be  properly  reconditioned  to  changing  social  and  economic 
conditions.  The  popular  clamour  for  economic  development  should  hence¬ 
forth  be  backed  up  with  more  imagination,  initiative,  sacrifice  and 
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ability  to  take  over  government  pioneered  industries  as  they  become  es¬ 
tablished  during  the  second  phase  of  development,  so  as  a  greater  propor¬ 
tion  of  capital  formation  will  eventually  come  from  the  local  private 
sector. 

Prior  to  formulation  of  the  Second  Plan,  the  government  in 
1954  made  a  policy  statement  on  capital  investment  that 

"The  Gold  Coast  has  reserve  funds  which  could  be  made  avail¬ 
able  for  investment  in  large  scale  enterprise,  and  the 
Government  will  be  willing,  where  it  is  approached,  to  par¬ 
ticipate  in  enterprises  which  can  be  shown  to  be  economi¬ 
cally  sound.  The  Government  invites  both  local  and  foreign 
private  enterprise  for  either  partnership  or  to  give  such 
an  enterprise  some  subsidy  for  industrial  development. "° 

This  invitation  received  little  response  and  so  the  gov¬ 
ernment  decided  to  establish  publicly  owned  industries.  The  Government 
of  Ghana  was  fortunate  to  have  the  expert  advice  of  Professor  Lewis  dur¬ 
ing  the  preparation  of  the  Second  Development  Plan  (1959)* 

From  Table  4.1,  about  29  per  cent  of  total  funds  has  been 
allocated  to  Volta  River  Project  to  build  hydro  electricity  capacity  (the 
important  phase  of  this  project).  Medical  services,  education,  and  hous¬ 
ing  continue  to  be  second  on  the  priority  list.  During  the  Second  Plan 
period,  it  is  expected  to  make  both  primary  and  secondary  education  free 
and  compulsory,  whilst  mass  education  campaign  will  be  intensified  to 
reach  the  most  remote  areas  of  Ghana.  But  transport  and  communications 
have  dropped  from  first  position  held  during  the  First  Plan  to  tr.ird 
position  on  the  current  Plan.  This  is  due  to  tne  fact  that  the  necessary 
and  essential  network  of  transportation  has  been  built.  All  that  remains 

%hana  -  Prime  Minister's  Office  -  Statement  on  Capital  Investment  fry  the 
Prime  Minister,  1954,  p.  2 
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is  the  northern  railway  from  Kumasi  (Ashanti  Region)  to  Tamale  (Northern 
Ghana)  so  as  to  complete  the  national  railway  system.  This  section  of 
construction  has  been  started  and  hoped  to  be  finished  in  a  year’s  time. 
Meantime  the  northern  section  is  served  with  motor  roads  and  airways. 

Neither  diversified  agricultural  development,  nor  estab¬ 
lishment  of  small  scale  industries  is  yet  aggressively  oursued.  They  are 
fourth  on  the  list  of  priorities,  only  a  step  ahead  from  their  previous 
position  (of  course,  cocoa  industry  is  still  receiving  cinch  atten¬ 
tion  of  the  government  because  of  cocoa’s  preponderant  position  in  the 
present  economy).  The  new  industries,  such  as  sawmills,  brick  tiles  and 
cement,  which  are  scheduled  to  be  built,  would  be  using  local  raw  mate¬ 
rials  and  producing  goods  to  meet  domestic  demands.  The  possibility  of 
producing  on  a  large  scale  depends  upon  the  growth  of  the  local  market 
as  well  as  future  outside  markets. 

The  Second  Plan  has  been  presented  to  and  approved  by  the 
Ghana  Parliament,  and  the  Plan  is  now  being  implemented.  It  is  an  inte¬ 
grated  one,  the  component  parts  complement  and  support  each  other.  The 
allocation  of  resources  between  investment  possibilities  has  been  deter¬ 
mined  to  a  greater  extent  by  a  mixture  of  economic  and  socio-political 
criteria.  There  has  not  been  any  (interest)  bargaining  of  some  section 
of  the  community  during  the  course  of  its  formulation.  Only  the  pace  of 
advance  for  period  ahead  is  affected  by  financial  resources,  the  extent 
of  available  managerial  ability,  administrative  outlook  and  skilled  and 
trained  personnel  in  Ghana. 
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This  writer  would  very  much  like  to  see  the  role  of  the 
State  in  economic  development  limited  to  the  traditional  activities — 
maintaining  law  and  order,  and  also  widening  the  range  of  alternatives 
open  to  people  as  consumers  and  as  producers*  An  economic  system  in 
which  decision  making  is  largely  diffused  and  thus  co-ordinated  by  the 
market  mechanism  would  safeguard  the  individual  in  society,  as  well  as 
in  his  capacity  as  an  economic  agent. 

But  as  already  pointed  out  knowing  the  social,  economic 
and  political  conditions  which  have  prompted  State  intervention  in  the 
economy,  we  hesitate  to  criticize  its  economic  policy,  except  how  the 
funds  are  expended  in  some  respects.  The  completion  of  this  Second  Plan 
depends  particularly  upon  government  revenue  sources,  which  in  turn 
hinge  mostly  on  cocoa  revenue.  So  far,  about  60  per  cent  of  the  estimated 
total  expenditure  of  £343*4  sterling  has  been  made  available  for  the  im¬ 
plementation  of  the  current  Plan. 

Whilst  the  cost  of  industrial  development  is  increasing 
so  also  is  the  current  expenditure,7  from  £3.4  million  in  1933/39  to 
£43.5  million  sterling  in  1953/59.  Whatever  happens  to  cocoa  in  the 
immediate  future  will  determine  the  extent  to  which  the  Plan  especially 
is  completed.  All  the  same,  perhaps  we  may  get  a  clear  picture  as  to  how 
available  resources  were  spent  and  have  been  allocated  in  the  First  and 
Second  Developments  respectively  as  we  follow  the  government  expenditure 
in  these  phases  and  discuss  some  aspects  of  the  schemes  in  the  next  two 
chapters,  dealing  first  with  what  is  referred  to  as  social  investment 
and  then  with  '‘productive  or  economic  investment”. 

^See  Chapter  6,  Table  6.4 
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CHAPTER  V 


EXPENDITURE  F® SOCIAL  INVESTMENT 

The  economic  importance  of  social  capital  in  development 
programmes  is  widely  recognized.  Social  services  provide  the  prerequi¬ 
sites  for  economic  expansion,  especially  skilled  labour  and  cheap  trans¬ 
portation.  Thus  the  Jamaica  plan  was  based  largely  on  the  Report  of  the 
International  Bank  of  Reconstruction  and  Development  (I.B.R.D.)  mission 
to  Jamaica.  The  mission  reported  thus  on  this  topic: 

"We  have  included  the  basic  services,  particularly  education, 
public  health,  housing  and  transport  and  communication  in 
the  scope  of  the  Development  Programme.  We  recognized  that 
development  of  the  social  services  is  essential  to  the  im¬ 
provement  of  productive  efficiency. 

Ghana  was  not  fortunate  enough  to  receive  a  similar  mis¬ 
sion  before  its  First  Development  Plan  was  drawn.  None  the  less,  the 
government  recognized  the  importance  of  the  social  sector  in  the  course 
of  the  country’s  development,  and  thus  about  65  per  cent  of  total  devel¬ 
opment  expenditure  was  devoted  to  this  sector — especially  (a)  general 
administration,  (b)  health  education,  housing,  and  (c)  transport  and 
c  ommunic  at i on  s . 

Anything  short  of  efficient  general  administration  will  frus¬ 
trate  the  national  economic  objectives i  as  such  Ghana  Government  has 
pursued  a  policy  of  Africanization,  that  is  increasing  the  number  of 
Ghanaians  in  the  upper  grades  of  public  services  by  both  local  and  over¬ 
seas  training  of  Ghanaian  personnel. 

^United  Nations  -  Reoort  of  the  I.B.R.D.  Mission  to  Jamaica  1952,  p.  115 
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The  number  of  Africans  holding  posts  formerly  classified 
as  "senior"  and  held  by  Europeans  in  a  variety  of  Civil  Service  depart¬ 
ments  rose  from  171  in  1949  to  916  in  1954,  but  as  the  total  number  of 
posts  increased,  the  percentage  of  Africans  rose  only  from  10  to  36^ 
within  the  same  period.  This  is  due  to  the  fact  that  there  were  not 
many  suitable  African  candidates  at  that  time,  and,  even  now,  the  accel¬ 
erated  training  programme  which  the  government  is  pursuing  has  not  fully 
materialized.  Investment  in  human  resources  takes  time  to  be  fruitful. 
This  matter  was  recognized  in  a  White  Paper  in  1954: 

"There  would  still  be  an  urgent  need  for  experienced  over¬ 
seas  officers  in  a  fully  self-governing  Ghana,  and  that 
Africanization  would  not  be  accelerated  at  the  expense  of 
efficiency. "3 

Development  expenditure  for  administrative  and  general 
services  amounted  to  £15.3  million  while  within  the  same  period  the  cur¬ 
rent  expenditure  rose  from  £0.9  to  £6.0.  If  we  were  to  add  all  current 
and  development  expenditures  for  administration  services  together,  the 
total  would  be  £21.3  million  for  the  First  Plan  period.  Except  for  per¬ 
sonnel  training  and  recruitment,  the  goals  set  for  the  Plan  were  achieved. 
All  the  capital  works  were  completed  before  the  Plan  period.  Only  Afri¬ 
canization  still  lags  behind.  Even  though  there  are  now  more  Africans  in 
senior  positions  in  the  service,  European  officials  still  dominate  the 
high  technical  positions  in  such  Ministries  as  Finance,  and  Development 
Commissions.  More  remains  to  be  done  in  the  field  of  Africanization  so 


^Gold  Coast,  Prime  Minister,  A  State--?nt  the  Prc'T?.— e  of  tr—  ;->icanl- 

zation  of  the  Public  Service,  1954 


Ibid. 
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as  to  reduce  the  cost  of  overseas  recruitment. 

In  the  next  five  years  (1959-64)  the  government  is  ex¬ 
pected  to  spend  four  per  cent  of  the  Second  Plan  funds  to  further  Afri¬ 
canization  and  for  the  overall  administrative  services.  Such  an  expendi¬ 


ture  is  indispensable,  but  it  is  hard  to  see  am/  justification  for  the 
sum  of  £2.0  million  allocated  for  more  overseas  missions,  in  the  U.S.S.R. 
for  example,  except  for  political  reasons. 


Dr.  Nkrumah  said. 


"With  the  coming  of  Independence  in  1957,  it  was  necessary 
to  organize  a  Foreign  Service  and  it  has  been  found  during 
the  last  two  years  that  the  impact  of  Ghana's  Independence 
has  been  such  that  it  has  been  necessary  to  assume  consi¬ 
derable  responsibilities  both  as  regards  representation 
abroad  and  dealings  with  external  matters  at  home.  A  new 
recruitment  drive  is  being  carried  out  to  provide  staff 
for  the  Foreign  Service  and  a  comprehensive  programme  has 
been  dram  up  to  provide  accommodation  abroad  for  the 
country's  diplomatic  representatives. ... .The  present  state 
of  political  development  in  Africa  demands  that  Ghana 
should  perform  her  external  duties  adequately. " h 

To  meet  this  expenditure  the  Parliament  of  Ghana  has  ap¬ 


proved  estimates  of  £2.0  million,  i.  e.  17  per  cent  of  funds  allocated 
to  administrative  services.  In  relation  to  other  urgent  and  more  produc¬ 
tive  projects  such  as  agricultural  diversification  and  industrial  devel¬ 
opment  in  Ghana,  this  overseas  allocation  is  high  and  economically  waste¬ 
ful.  There  is  no  point  in  establishing  embassies  in  countries  like  the 
U.S.S.R.  or  China  which  buy  less  than  one  per  cent  of  Ghana's  primary 
produce.  Perhaps  they  are  likely  to  be  future  markets,  none  the  less,  a 
trade  mission  to  these  countries  will  serve  the  same  purpose.  Or,  instead 


^Ghana  Ministry  of  External  .Affairs  -  Ghana  Today  -  Building  a  Nation, 

April  1959,  p.  7 
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of  opening  more  overseas  missions,  a  "gentleman's  agreement"  should  be 
made  with  the  United  Kingdom  Government  to  look  after  Ghana's  interests 
with  reasonable  cost  in  countries  where  Britain  already  has  embassies. 

Thus  a  larger  proportion  of  Ghana's  expenditure  on  missions  could  be 
channelled  to  Volta  Project  which  is  considered  more  urgent  and  produc¬ 
tive,  and  is  being  held  back  because  of  inadeouate  funds. 

The  government  defends  this  expenditure  on  grounds  of  na¬ 
tional  prestige.  "The  only  way  for  Ghana  to  project  African  personality 
in  world  affairs  is  to  build  up  embassies  in  other  countries",  says  Dr. 
Nkruraah.5  It  is  not  altogether  correct,  for  Ethiopia  has  been  independ¬ 
ent  since  2500  B.  C.  with  foreign  missions;  Liberia  also,  as  an  independ¬ 
ent  State  has  had  extensive  missions  since  its  creation  in  early  twenty 
century.  Yet  neither  of  these  States  have  had  any  influence  on  the  world 
affairs  because  their  economy  is  rural  and  precarious.  It  is  doubtful  as 
to  whether  establishment  of  embassies  per  se  accomplishes  anything  at  all. 
Perhaps,  if  Ghana  is  interested  in  "achieved  status",  she  could  exert  much 
greater  influence  by  developing  its  precarious  economy  to  the  industrial 
stage,  so  as,  in  the  long  run,  she  would  be  in  a  better  position  to  render 
a  helping  hand  to  other  nations,  particularly  to  African  states.  In  this 
way,  Ghana  may  achieve  "national  prestige". 

More  than  £6  million  sterling  was  spent  during  the  period 
of  the  First  Plan  in  providing  buildings  and  facilities  for  the  services 
concerned  with  law,  order  and  defence;  an  additional  suit,  o~  £7 .  million 
has  been  appropriated  for  personnel  training  and  other  improvements  of 


5.  Ibid 
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this  sector  during  the  Second  Plan  1959-64. 

In  the  last  Plan  over  £2  million  was  provided  for  police; 
mainly  for  the  capital  works  such  as  building  of  police  stations  and  po¬ 
lice  quarters,  regional  training  centre,  and  a  transport  fleet  with  ex¬ 
tension  of  wireless  conmuni cat ions. 

Another  £5.0  millions  sterling  has  been  appropriated  for 
training  and  other  improvements  of  police  during  the  Second  Plan  (1959-64). 
In  opening  a  new  Police  Training  College  in  Accra,  the  Prime  Minister, 

Dr.  Kwame  Nkrumah,  said: 

"The  Police  Force  is  still  largely  organized  on  a  colonial 
basis  and  is  a  relic  from  the  time  when  its  principal 
task  was  the  maintenance  of  public  order.  It  is  the  in¬ 
tention  of  the  government  that  the  force  shall  be  reor¬ 
ganized  to  provide  police  facilities  to  the  public  on  the 
lines  adopted  by  the  majority  of  democratic  countries, 
that  is,  to  give  protection  to  all  our  citizens. "6 

For  the  prison  services,  the  First  Plan  included  a  new 
Central  Prison  for  the  Eastern  Region,  a  Borstal  Institution  and  provi¬ 
sion  for  industrial  training  and  prison  farms  which  in  all  cost  the  coun¬ 
try  £1.1  million.  During  the  Second  Plan  it  is  expected  to  spend  another 
£1.5  million  for  modernization  of  prisons  and  for  construction  of  more 
training  centres  for  prison  rehabilitation  programme. 

Ghana  spent  about  £2.3  million  sterling  on  defence  during 
the  last  Plan,  and  expected  to  spend  another  £1.2  million  between  July 
1959  and  1964,  i.  e.  about  23  per  cent  of  the  total  expenditure  for  de¬ 
fence,  law  and  order  for  both  periods,  but  less  than  one  per  cent  of  the 

^Ghana  -  Ministry  of  Justice  -  Ghana  Today,  April  1959,  p.  9 
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overall  development  expenditure. 

Ghana  is  now  improving  the  standard  of  her  present  conven¬ 
tional  land  forces  at  a  minimum  cost  with  no  immediate  intention  of  build¬ 
ing  an  air  force  or  navy.  There  is  some  tendency  of  under  developed  coun¬ 
tries  to  join  the  arms  race  for  prestige.  If  Ghana  decided  to  follow  suit 
it  would  be  a  tragedy  considering  the  resources  which  will  have  to  be  di¬ 
verted  from  productive  investment  to  this  uneconomic  and  wasteful  field 
of  armament  production.  Perhaps  future  world  disarmament  agreement  may 
forestall  any  conditions  which  may  compel  Ghana  to  allocate  more  resources 
to  defence. 

A  common  characteristic  of  the  Development  Plans  has  been 
the  emphasis  placed  on  schemes  designed  to  promote  the  welfare  of  Ghanai¬ 
ans.  Social  development  is,  at  all  events,  interoreted  in  a  very  broad 
sense  and  includes  a  substantial  expenditure  on  social  services,  parti¬ 
cularly  on  education  and  public  health.  In  1951,  30.2  per  cent  of  the 
expenditure  in  the  First  Development  Plan  was  allocated  to,  and  spent  on, 
social  development;  again,  during  the  current  development  plan,  30  per 
cent  of  the  total  spending  is  for  social  development.  At  the  moment 
these  services  do  not  involve  any  transfer  payments;  they  are  services 
calculated  to  benefit  Ghanaians  collectively.  Many  of  the  social  services 
now  undertaken  by  governments  of  more  industrialized  countries  are  at  pre¬ 
sent  done  by  the  individual  Ghanaian  family:  the  aged  are  still  in  the 
family’s  fold,  and  the  unemployed  fall  back  upon  their  African  family  for 
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Until  recently,  most  Ghanaians  were  diseased,  very  poor, 
and  lived  under  unsanitary  conditions,  especially  in  the  rural  areas  and 
villages.  The  diseases  which  afflict  Africans  include  most  of  those  con¬ 
ventionally  regarded  as  tropical,  such  as  cerebrospinal  meningitis,  which 
sometimes  sweeps  through  the  country  in  epidemic  proportions;  yaws  and 
tropical  ulcer  are  widespread,  and  diseases  of  the  respiratory  tract  and 
of  the  bowel  are  common.  Loss  of  sight,  partial  or  complete,  is  very 
common.  Physical  disorders  and  infections  dominate  the  scene,  and  the 
extent  and  character  of  the  mental  disturbances  from  which  some  of  the 
people  undoubtedly  suffer  have  as  yet  been  studied  only  superficially. 
Infant  mortality  is  high,  and  child  mortality  remains  comparatively  high, 
after  the  period  of  infancy.  It  was  estimated  that  three-fifths  of  all 
those  born,  especially  in  rural  areas  and  villages,  died  before  reaching 
the  age  of  ten  years. ?  Since  the  expectation  of  life  is  much  shorter 
than  in  western  countries,  the  general  pattern  of  diseases  is  associated 
with  the  earlier  stages  of  life. 

Malnutrition  is  another  enemy.  There  is  a  gross  deficien¬ 
cy  of  certain  essential  food  constituents,  notably  protein  and  vitamins. 
Protein  deficienc2r  is  most  common]^  found  in  young  children,  particularly 
after  weaning,  when  a  starchy  diet  is  substituted  for  breast  milk.  Pro¬ 
tein  deficiency  is  also  accentuated  by  the  various  parasitic  diseases, 
in  which  the  parasite  not  only  consumes  the  host’s  supplies  of  protein 
but,  in  most  cases,  also  stimulates  the  formation  of  protective  anti- 


7 

'Gold  Coast  -  Medical  Department  -  Annual  Report  1950.  p.  10 
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bodies  which  are  themselves  protein.  The  diseases  from  which  most  Ghanai¬ 
ans  suffer  are  either  insect-borne  or  are  due  to  faulty  environmental  san¬ 
itation  and  malnutrition. 

Sickness  and  malnutrition  yield  low  labour  productivity. 
Low  paid  as  the  African  labourer  may  often  be,  an  ailing  employee  is  ex¬ 
pensive  and  ineffective.  Until  recently,  little  was  done  to  cope  with 
Ghana's  health  problem,  which,  along  with  other  West  African  territories, 
had  a  reputation  of  being  the  "white  man's  grave".  However,  during  re¬ 
cent  years  much  has  been  done  to  dispel  this  reputation  and  to  ensure 
good  health  during  normal  periods  of  residence. 

The  need  to  improve  standards  of  health  for  the  whole 
country  was  recognized  immediately  Africans  took  over  part  of  the  admin¬ 
istration  in  1951.  Government  health  policy  has  been  the  development  of 
curative  and  preventive  measures.  As  such,  emphasis  has  been  placed  on 
the  building  of  hospitals  and  on  the  training  of  medical  personnel.  In 
all,  its  work  has  had  the  co-operation  of  missions,  which  run  some  of 
the  new  hospitals,  with  assistance  of  funds  provided  by  the  Government,* 
of  the  Ghana  Red  Cross  Society  which  undertakes  instruction  in  first  aid, 
hygiene  and  child  welfare,*  and  of  local  authorities  and  of  the  people 
themselves  who  have  now  organized  community  projects  for  the  building  of 

hospitals,  clinics  and  dispensaries. 

Whilst  government  current  expenditure  on  medical  services 
rose  from  under  £0.3  million  in  1935/36  to  fj.O  million  in  1956/5y >  the 
Development  Plan  cost  was  £12.5  million  (£0.2  million  less  ohan  estimated 

budget ) . 
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CAPITAL  EXPENDITURE  ON  HEALTH  SERVICES 
(1951  -  June  1959) 


FIRST  DEVELOPMENT  PLAN 

£ '  million 

Nature  of  Project 

Estimated 

Total  Project 

Actual  Total 
Expenditure 

Kumasi  Central  Hospital 

2.7 

3.0 

Accra  Central  Hospital 

0.4 

0.3 

Cape  Coast  Central  Hospital 

1.8 

2.0 

Sekondi/Takoradi  Hospital 

0.9 

0.8 

Tema  Hospital 

1.5 

1.0 

Ankaful  Hospital 

0.8 

0.4 

Hospital  Extensions 

0.7 

0.8 

Other  Hospitals 

0.2 

0.2 

Leprosaria 

0.1 

0.1 

Medical  Field  Units  and 

Health  Centres 

0.9 

1.0 

Nurses’  Accommodation  and 
Training  Colleges 

l.C 

1.8 

Health  Campaigns 

0.9 

0.9 

Others 

0.8 

.2 

Total 

12.7 

12.5 

Source:  Economic  Survey  of  Ghana,  1958. 

Ministry  of  Health,  Annual  Report  1959 
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Except  personnel  training  and  recruitment,  extensions  of 

Accra  Central  Hospital,  and  health  campaigns,  all  other  planned  capital 

works  were  completed  within  the  Plan  Period.  Within  this  period  the 

an 

health  conditions  of/average  Ghanaian  has  improved.  He  is  able  to  ob¬ 
tain  and  is  fully  making  use  of  the  available  medical  and  health  ser¬ 
vices  ^n.thin  his  community  and  within  the  whole  country)  at  a  minimum 
cost  or  no  cost  at  all.  Except  the  private  hospitals,  all  the  hospitals 
are  run  and  financed  by  the  government. 

In  spite  of  considerable  progress  made  in  the  last  eight 
years,  much  remains  to  be  done  to  bring  the  general  health  conditions  in 
Ghana  to  the  same  standard  of  most  industrial  countries.  And  so  the 
struggle  against  disease  continues. 

Public  health  services  form  a  vital  part  of  any  development 
plan  in  tropical  Africa.  Endemic  diseases  sap  energy  and  initiative,  they 
do  not  kill,  but  lower  the  productivity  in  the  economy  of  the  country.  At 
the  moment,  the  scope  for  expansion  of  these  services  in  Ghana  is  unlim¬ 
ited  and  a  persistent  effort  is  necessary  to  eradicate  such  widespread 
diseases.  The  most  urgent  need  is  to  increase  the  number  of  doctors, 
nurses,  midwives,  public  health  nurses  and  general  staff,  along  with 
campaigns  against  the  most  serious  diseases — malaria,  yaws  and  small  pox. 
An  extension  and  improvement  of  maternity  and  child  health  programmes, 
and  construction  of  additional  institutions  to  orovide  the  country  with  a 
comprehensive  Health  Service  are  being  undertaken  during  the  oeriod  of 


the  Second  Plan 
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Although  the  training  of  nurses  and  midwives  at  government 
expense  has  expanded  considerably  since  1950,  there  are  today  less  than 
1,000  serving  nurses,  of  whom  201  are  nurse-midwives.  There  will  be  a 
general  expansion  of  nurses'  training  during  the  Second  Plan.  It  is  es¬ 
timated  that  by  the  end  of  1964  the  number  of  nurses  graduating  will  be 
370  as  compared  with  268  at  present/  The  annual  number  of  trained  mid- 
wives  may  rise  to  250  as  against  90  at  the  present  time/  A  nursing 
school  of  Hygiene  which  will  provide  for  an  expansion  in  the  training  of 
Health  Inspectors  will  be  built  in  Accra.  Over  £200,000  has  been  allo¬ 
cated  to  health  education  and  the  campaign  against  endemic  diseases. 

In  order  to  consolidate  the  gains  achieved  by  mobile 
treatment  teams  in  campaigns  against  endemic  diseases  and  to  prevent  the 
revival  of  such  diseases,  it  is  intended  to  extend  the  development  of 
static  treatment  facilities.  These  facilities  in  the  main  will  be  pro¬ 
vided  at  health  centres  and  in  hospital  out-patient  departments.  There 
are  eleven  health  centres  in  the  country;  an  additional  forty  will  be 
built  in  cocoa-producing  areas  and  these  are  scheduled  to  be  completed 
during  the  next  two  years.  In  addition  provision  has  been  made  for  a 
further  twenty  centres  to  be  built  in  non-cocoa  producing  areas.  The 
health  centre  is  a  very  valuable  institution  and  will  play  an  increasing¬ 
ly  important  part  within  the  framework  of  the  Health  service.  At  health 
centres  both  preventive  and  curative  services  are  provided;  from  these 
centres  maternity  and  child  health  services  function  and  health  education 

^Ghana  -  Ministry  of  Health,  Annual  Report  1959,  p.  25 
9Ibid . 
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work  is  carried  out. 

By  far  the  most  important  development  planned  during  the 
Second  Plan  is  the  establishment  of  a  Medical  School.  The  establishment 
of  a  Medical  Faculty  at  the  University  College  will  require  adequate 
facilities  for  a  teaching  hospital,  and,  since  1955,  work  has  been  pro¬ 
ceeding  at  Korle  Bu  Hospital  towards  this  end.  Also,  one  of  the  objec¬ 
tives  of  the  Second  Plan  is  to  provide  Regional  Hospitals  for  each  of 
the  regions  and  sufficient  district  hospitals  throughout  the  country. 
Allocations  amounting  to  £1.1  million  have  been  made  for  a  new  Regional 
Hospital  to  be  at  Tamale  (Northern  Ghana),  other  district  hospitals  at 
Walewale  (Volta  Region),  Mampong  and  Wiawaso  (Ashanti  Region),  Nsawam 
and  Tarkwa  (Southern  Region) . 

To  tackle  the  problem  of  malnutrition,  a  National  Nutri¬ 
tional  Board  whose  duty  is  to  advise  the  government  on  the  framework  of 
a  national  policy  on  nutrition  has  been  set  up.  It  is  hoped  tha.t  with 
the  co-operation  of  the  Social  Welfare  Department  the  rural  lives  and 
young  girls  will  be  taught  household  economics. 

Pure  drinking  water  is  another  problem.  Most  of  the  rural 
areas  drink  water  either  from  streams,  rivers  or  ponds,  and  this  causes 
most  of  the  water-borne  diseases,  e.  g.  blindness  or  bilaharis.  As  part 
of  the  programme  to  eradicate  such  diseases  the  government  has  decided 
to  provide  pure  drinking  water  throughout  the  country.  The  cost  will  be 
high;  all  the  same,  the  social  cost  is  well  justified.  A  total  sum  of 
£7.7  million  has  been  allocated  for  water  supplies  of  which  £4.5  million 
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is  earmarked  for  rural  areas.  Piped  water  supplies  are  proposed  for  all 
regions  and  a  borehole  drilling  programme  has  been  prepared  for  rural 
areas  throughout  the  country.  The  work  is  being  undertaken  by  the 
Department  of  Rural  Water  Development. 

Malnutrition  and  chronic  debilitating  diseases  are  prob¬ 
ably  the  main  reasons  why  most  Africans  are  branded  with  lack  of  imagin¬ 
ation  and  unproductiveness.  Since  malnutrition  and  disease  cause  low 
productivity,  and  low  productivity  in  turn  maintains  conditions  of  mal¬ 
nutrition  and  disease,  government  expenditure  on  health  services  is  well 
spent  and  more  should  be  allocated  to  accelerate  improvement  of  health 
conditions,  especially  in  rural  areas. 

Expenditure  on  education  under  the  First  Plan  was  £17 
million  against  the  estimated  £16.0  million.  Education  was  first  con¬ 
ceived  in  Ghana  as  a  function  of  the  Christian  missionaries,  and  received 
little  attention  by  the  colonial  administration.  By  1951  only  five  per 
cent  of  a  population  of  nearly  five  million  had  received  rudimentary 
education — the  three  R's.  Illiteracy  and  ignorance  are  considered  as 
some  of  the  factors  detrimental  to  economic  progress.  Thus  the  govern¬ 
ment  decided  in  1951  to  provide  education  for  all.  The  two  main  objec¬ 
tives  are  to  provide  a  basic  primary  education  for  every  child  of  school 
age  and  to  accelerate  the  ’Africanization'  of  public  life  by  the  provi¬ 
sion  of  secondary  and  higher  educational  facilities. 

In  practically  every  town  and  village  a  primary  school  has 
now  been  opened;  the  law  only  reouires  registration  as  a  condition  of 
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opening  a  school,  but  schools  may  be  closed  if  they  are  dangerous  to  the 
physical  and  moral  well  being  of  the  pupils.  Out  of  total  capital  ex¬ 
penditure  of  £40  million  spent  over  last  eight  vears,  three  quarters  was 
devoted  to  primary  and  secondary  schools,  technical  institutes  and  teach¬ 
er  trainiag,  the  last  being  recognized  as  the  key  to  the  whole  problem  of 
expanding  the  education  system. 


EDUCATION  DEVELOPMENT 
(June  1951  -  June  1959) 


Table  5.2 


No.  of 

No.  of 

No  of 

Stu- 

Stu- 

Stu- 

Plan 

dents 

No .  of 

dents 

dents  No.  of 

ned 

enrol- 

Tea- 

to  be  Actual 

enrol-  Tea- 

Expen- 

led 

chers 

accom-  Expen- 

led  chers 

diture 

Decen- 

Decen- 

modated  diture 

30th  30th 

8*  mil- 

ber 

ber 

by  Plan  jo>mil- 

June  June 

lion 

1950 

1950 

Period  lion 

1959  1959 

Primary  Schools 

1.4 

266,850 

8,840 

490,000 

2.5 

590,366  18,492 

Secondary  Schools 

2.0 

2,776 

450 

5,620 

2.5 

15,433  638 

Teacher  Training 

Schools 

2.3 

1,776 

220 

3,500 

2.5 

4,055  327 

Trade  and  Technical 

Schools 

0.8 

266 

1,320 

0.7 

2, 826  127 

Kumasi  College  of 

n  _ 

Technology 

4.0 

- 

1,280 

5.5 

536  95 

University  College 

5.0 

211 

70 

700 

6.8 

424  144 

Scholarships  (Overseas 
Grants  to  Public 

)  1.9 

489 

—  — 

2.0 

1,300 

libraries 

0.3 

- 

- 

- 

0.2 

MS 

Northern  Region  School 

0.8 

5, 100 

— 

- 

0.9 

Source:  Ministry  of  Education  -  Annual  Reports,  1957,  1958 
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Table  5»2  indicates  that  progress  is  being  made  in  the 
field  of  education  also.  Taking  1950  as  the  base,  the  percentage  of 
people  receiving  all  levels  of  education  in  Ghana  had  increased  by  120 
per  cent  by  1959;  in  some  cases,  such  as  secondary  and  trade  schools, 
the  number  has  tripled.  Except  in  primary  schools,  the  Africanization 
of  educational  institutions  has  not  progressed  as  expected.  About  60 
per  cent  of  the  teaching  staff  in  Kurnasi  College  of  Technology,  about 
40  per  cent  in  the  University  College  are  Europeans.  Approximately  25 
per  cent  of  secondary  school  staff  are  also  Europeans  This  is  a  reflec¬ 
tion  of  l?ck  of  African  personnel  in  most  fields. 

Apart  from  this  lag,  all  the  planned  capital  projects  such 
as  provision  of  new  school  buildings  and  facilities  in  the  secondary 
teachers  training  colleges  as  well  as  the  University  College  and  improve¬ 
ment  of  existing  school  premises  were  completed  with  an  expenditure  of 
£17  million,  about  six  per  cent  more  than  the  estimated  initial  expendi¬ 
ture  for  'First  Plan. 

In  the  Second  Plan  the  emphasis  is  on  trade  schools  so  as 
to  provide  more  skilled  workmen  for  Ghana's  gradual  industrial  growth. 
It  was  learned  that  shortage  of  technical  Ghanaians  would  slow  economic 


progress.  Professor  Lewis,  inter  alia,  recommended: 

"To  train  up  African  enterprise  must  naturally  be  one  of  the 
major  objectives  of  economic  policy.  The  role  of  the  for¬ 
eigner  is  that  of  the  tutor:  from  dependence  on  whan  one 

wishes  to  escape  at  the  earliest  possible  moment . the 

test  of  maturity  is  that  the  count ry  can  proceed  on  its  own 
without  needing  any  significant  foreign  help.  That  is  why 
foreign  business  men  should  not  be  allowed  in  the  country 
unless  they  play  their  part  in  training  Africans  to  do  their 
job . Unless  the  African  people  learn  to  start  and  to  run 


things  for  themselves,  progress  must  be  slow . or  arrange 

for  suitably  crualified  Africans  to  be  employed  temporarily 
in  industrial  undertakings  in  other  countries 

Except  in  Great  Britain,  this  requisite  technical  training 
for  Ghanaians  in  other  industrial  countries  has  not  been  successful  due 
to  poor  racial  relations  towards  "coloured"  people  which  make  it  diffi¬ 
cult  to  find  firms  or  even  government  departments  willing  to  accept  col¬ 
oured  trainees.  Once  again,  circumstances  have  compelled  the  Ghana  gov¬ 
ernment  to  provide  necessary  facilities  (however  limited  or  expensive 
they  may  be)  at  home  and  to  employ  broadminded  foreign  teaching  personnel 
to  train  the  Africans.  Following  this,  new  trade  and  technical  institutes 
have  been  opened  in  various  centres  in  Ghana.  The  most  outstanding  one  is 
Kuna si  College  of  Technology  with  civil,  mechanical,  engineering  depart¬ 
ments,  and  factory  trades. 

The  great  need  for  more  technicians  is  likely  to  be  more 
emphasized  in  future  plans  at  the  expense  of  liberal  education,  as  shown 
by  this  policy  statement  of  the  Prime  Minister: 

"Education  remains  a  paramount  importance  to  us.  We  must 
generate  a  new  dynamic  force  behind  our  educational  pol¬ 
icy  and  ensure  that  it  is  geared  to  our  future  economic 
and  industrial  development.  I  look  forward  to  the  estab¬ 
lishment  of  a  fully  fledged  University  in  Ghana,  not  lat¬ 
er,  I  hope,  than  1961  which  among  other  things  would  en¬ 
able  us  to  pursue  with  confidence  post-graduate  work  in 
science  and  technology. 

In  accordance  with  national  policy,  a  budgetary  estimate 
of  £27.8  million  has  been  aooroved  for  pe:  sonnel  training,  and  capital  works 


10W.  A.  Lewis,  op.  cit.,  po.  22,  24 

^Ghana  -  Ministry  of  External  Affairs  -  Building  a  Nation,  1959,  p.  6 


.  .  . 


-Sk- 


during  the  life  of  the  Second  Plan. 


EDUCATION  DEVELOPMENT  PLAN 
(1959  -  1964) 


Table  5*3 _ £  (million ) 


Primary  Education 

3.0 

Secondary  Educatj  on 

Expansion  of  15  existing  Secondary  Schools  ) 
?.e-housing  of  two  existing  Secondary  Schools  ) 

8  new  three- stream  Secondary  Schools  ) 

26  new  two- stream  Secondary  Schools  ) 

Other  Post- secondary  ) 

5.1 

Technical  Training 

Expansion  o^  secondary  technical  schools 

4.0 

Kumasi  College  of  Technology 

5.7 

Teacher  Training  Colleges  for  Primary 
and  Secondary  Schools 

2.6 

University  Education  and  extra-mural 

6.0 

Scholarships  for  overseas  training 

1.4 

Total 

£27. 8 

In  view  of  urgent  need  for  trained  men  of  all  levels  in 
the  country,  this  expenditure  is  quite  justified.  We  have  already  pointed 
out  the  contribution  of  education  generally  to  a  nation,  and  particularly 
to  its  economic  growth.  We  would  make  one  further  observation  of  this 
education  policy.  It  is  welcome  that,  at  last  elementary  education  has 
now  been  made  free  and  compulsory  for  all,  and  that  secondary,  technical 
and  university  education  is  being  made  accessible  to  all  Ghanaians  with 
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the  requisite  abilities.  None  the  less,  there  is  an  inherent  danger  of 
this  ’creeping*  overcentralization  and  over- emphasis  on  technical 
education.  T,fould  this  centralization  lead  to  loss  of  developing  initia¬ 
tive,  incentive  and  advancement  of  knowledge  and  personality  development? 
iould  Ghana’s  overeagerness  for  rapid  industrialization  which  is  prompting 
them  to  stress  henceforward  more  than  necessary  the  technical  training 
eventually  make  most  Ghanaians  "human"  automatons?  These  are  some  of  the 
questions  that  need  be  considered,  but,  since  the  theme  of  this  thesis  is 
not  within  this  province,  we  shall  leave  them  unanswered.  Perhaps  these 
inherent  dangers  could  be  averted  with  less  social  cost  as  more  Ghanaians 
become  trained,  educated,  and  ’conscious’  and  take  over  responsible  posi¬ 
tions  in  all  phases  of  the  economy. 

Housing  too  is  another  government  provision  which  to  some 
extent  is  equally  stressed  as  part  of  the  whole  social  services.  Any 
measure  dealing  with  the  health  problem  which  excludes  good  and  adequate 
housing  will  be  inadequate.  Fortunately,  since  1951  the  government  has 
recognized  the  need  for  better  housing  as  another  means  of  eliminating 
endemic  disease.  This  need  has  become  more  imperative  as  a  result  of 
urbanization.  The  cost  of  meeting  top  priority  housing  needs  over  the 
next  five  years  for  instance,  would  be  about  £25  million  of  which  £17 
million  has  been  appropriated.  It  is  hoped  that  affluent  Ghanaians  will 
increase  private  construction  to  fill  the  gap.  In  addition  to  that,  the 
government  has  decided  to  help  other  middle  and  lower  income  groups  build 
their  own  homes  through  a  governmental  loan  scheme,  financial  assistance 
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to  the  First  Ghana  Building  Society  and  preparation  of  sites. 

For  the  past  eight  years  (1951-59)  Ghana  has  expended 
£35-9  million  to  provide  fo^  its  people  collective  social  services.  It 
is  expected  to  spend  another  £99.6'  million  (an  increase  of  about  52  per 
cent  during  the  period  of  the  Second  Development  Plan  (July  1959-1964). 
Further  spending  in  this  field  can  be  expected  as  Ghana  becomes  more  in¬ 
dustrialized  and  urbanized. 

Transport  and  communications  was  singled  out  as  an  essen¬ 
tial  and  important  springboard  for  future  economic  development.  All  told, 
36.0  per  cent  of  the  First  Plan  funds  was  spent  on  this  project. 

In  some  countries,  road  construction  especially,  is  often 
completely  financed  from  gasoline  tax,  but,  if  Ghana  were  to  rely  solely 
on  this  tax  for  expansion  of  transport  and  communications,  very  little 
could  be  achieved.  During  1951  only  one  out  of  1,0:  3  people  owned  an 
automobile.  Only  the  State  is  in  a  position  to  provide  such  services, 
and  they  might  well  be  extended,  with  great  advantage  to  the  community. 

Until  1951  Ghana  was  poorly  provided  with  transport  and 
communications.  Even  the  few  roads  and  railways  built  during  the  colon¬ 
ial  administration  reveal  a  lack  of  any  comprehensive  planning.  For  the 
transportation  sector  of  the  First  Plan,  priority  was  given  to  road  de¬ 
velopment  (Table  5.4) •  An  overall  trunk  road  network  was  drawn  up  to 
cost  an  estimated  £20.2  million;  but  an  amount  of  £20.5  million  (an  in¬ 
crease  of  £0.3  million)  was  actually  spent  on  building  the  new  trunk  roads, 
feeder  roads  and  bridges  and  reconstructing  existing  roads.  By  June  1959 


TRANSPORT  AND  COMMUNICATIONS  EXPENDITURE 


Table  5.4 


FIRST  DEVELOPMENT  PLAN 
(1951  -  June  1959) 

Kind  of  Service 

Estimated 
Expenditure 
£  million 

Actual 
Expenditure 
£  million 

Roads 

Mew  Road  construction, 
including  Bridges 

12.4 

13.5 

Road  improvements 

4.4 

4.6 

Others,  including  surveys 
and  mechanical  Road 
constructions 

3.4 

2.4 

Railways 

12.8 

14.2 

Harbours 

13.0 

13. 8 

Mercantile  Marine 

0.3 

0.3 

Civil  Aviation 

0.5 

1.6 

Posts  and  Telecommunications 

2.7 

2.7 

Total 

49.5 

53.1 

Source:  Ghana  Economic  Survey,  195 8 

Government  Statistician's  Quarterly  Digest, 

September  1959 
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a  considerable  portion  of  the  planned  network  had  been  completed,  less 
than  20  per  cent  to  be  incorporated  in  the  Second  Development  Plan,  for 
which  another  £15  million  has  been  appropriated. 

As  second  priority  in  transportation,  over  £14  million  had 
been  spent  on  railways  construction  excluding  £2.3  spent  on  the  new  Accra- 
Tema  railway  as  part  of  Volta  River  Project,  at  the  completion  of  the  First 
Plan.  Again,  in  the  next  five  years  further  concentration  will  be  on  im¬ 
provement  and  expansion  of  railway  services  in  Northern  Ghana,  and  in¬ 
creased  operational  efficiency,  consequently  an  amount  of  £10  million  is 
earmarked  for  this  railway  project. 

As  much  as  transportation  is  essential  for  economic  expan¬ 
sion,  there  is  some  doubt  as  to  the  economic  value  of  the  proposed  Northern 
railwav  (from  Kuraasi  to  Tamale — 300  miles).  Such  a  network  will  have  no 
immediate  economic  function  except  for  opening  up  remote  places  in  Northern 
Ghana.  It  would  be  cheaper  instead  to  improve  existing  roads  since  the 
cost  of  improvement  would  be  less  and  eventually  be  self- sustained  by 
petrol  tax. 

Toward  the  end  of  1951,  following  a  long  and  detailed  exam¬ 
ination  of  various  sites,  a  decision  was  made  by  the  Government  to  build  a 
new  harbour  which  would  meet  expanding  external  trade  for  ocean-going 
ships  at  Tema,  seventeen  miles  east  of  Accra.  Work  was  immediately  begun 
in  1951,  and  the  initial  landing  facilities  were  completed  in  1954*  The 
greater  part  of  harbour  construction  was  completed  in  1958.  The  harbour 
itself  encloses  a  water  area  of  490  acres  and  has  four  berths.  These 
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works  constituted  only  the  first  stage  in  the  development  of  the  harbour 
as  part  of  the  Volta  Project  which  can  be  subsequently  extended,  as  the 
need  arises,  to  accommodate  up  to  twenty  ocean-going  vessels.  Upon  com¬ 
pletion  there  will  be  provision  for  oil  tankers,  \fhile  a  separate  fishing 
harbour  will  be  provided  to  the  east  of  the  lee  breakwater.  Other  exten¬ 
sive  works,  including  roads,  water  supplies,  further  railways,  and  a  com¬ 
plete  new  township  are  to  be  built  in  varying  stages  of  the  construction. 

In  June  1959,  at  the  completion  of  the  first  phase  of  this  particular 
oroiect,  an  estimated  amount  of  £16.5  million  had  already  been  expended. 
During  the  Second  Development  Plan,  an  additional  £2.5  million  has  been 
allocated  for  further  expansion  of  the  harbour.  Should  it  be  considered 
necessary,  an  additional  £6  million  has  been  set  aside  for  other  possible 
development  works  in  connection  with  the  Volta  River  project. 

Also,  a  vote  of  £0.2  million  has  been  made  available  for  a 
new  berth  at  Takoradi  to  serve  the  Clinker  Cement  Plant  which  is  to  be 
erected  there.  To  meet  the  future  essential  works  of  the  new  Harbour  Ad¬ 
ministration  (a  merger  of  the  Government  Transport,  Railway,  and  Harbour 
Departments  for  effective  co-ordination  and  management)  £ 0.A  million  has 
been  allocated  to  be  spent,  if  necessary,  after  the  reorganization,  and 
also  to  provide  for  workshops  and  equipment  at  Tamale  and  Tema,  and  expan¬ 
sion  of  the  workshops  at  Kumasi  and  Accra. 

In  1958  the  Government  established  the  Black  Star  Shipping 
Line.  As  the  people  at  present  have  no  knowledge  of  shipbuilding,  and  as 
Ghana  itself  has  not  yet  acquired  its  ovm  ships,  the  Line  so  far  has  relied 
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largely  on  chartered  vessels.  Although  this  policy  of  relying  on  char¬ 
tered  vessels  will  continue,  the  nucleus  of  the  cargo  fleet  is  being 
built  up  and  £0.3  million  has  been  appropriated  for  further  investment 
in  the  Company  and  for  the  purchase  of  additional  ships. 

Training  of  Ghanaians  as  seamen  is  a  vital  part  of  the 
development  of  the  Ghana  Mercantile  Marine,  and  in  June  1Q5Q  a  Nautical 
College,  with  technical  assistance  from  the  United  Kingdom  and  Israel 
was  established  in  temporarv  premises.  A  sum  of  £0.1  million  has  been 
allocated  to  provide  permanent  buildings  for  the  College  which,  when 
completed,  will  conduct  courses  for  both  officers  and  seamen. 

Since  the  Government  established  the  Ghana  Airways  Corpo¬ 
ration  in  1957,  public  expenditure  for  this  has  amounted  to  £1.6  million. 
This  vote  was  spent  on  the  purchase  of  planes,  and  the  expansion  and  im¬ 
provement  of  existing  airports  at  Accra,  Kumasi,  Takoradi  and  Tamale. 

The  increasing  volume  of  air  traffic  and  the  anticipated  introduction  of 
jet  aircraft  in  the  near  future  has  made  it  necessary  to  expand  the  mod¬ 
ern  international  airport  at  Accra  during  the  period  of  the  Second  Devel¬ 
opment  Plan  (1959-64) •  An  amount  of  £3  million  has  been  allocated  to 
this  project  which  will  provide  a  completely  new  runway  estimated  to 
serve  any  type  of  aircraft  likely  to  use  the  airport  in  the  foreseeable 
future.  At  the  same  time,  other  facilities,  including  a  new  terminal 
building,  will  be  provided. 

Ghana  Airways  was  established  by  the  Government  in  co¬ 
operation  with  the  British  Overseas  Airways  Corporation.  This  airline 
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provides  internal  air  services  and  also  schedules  between  Accra  and  Lon¬ 
don,  and  a  service  along  the  West  African  Coast  from  Lagos  to  Dakar.  The 
company  is  planning  an  expansion  of  its  services  and,  for  this  purpose, 
will  require  additional  capital  for  the  purchase  of  aircraft  equipment. 

The  sum  of  £0.3  million  has  been  allocated  for  this  contingency.  Further¬ 
more,  to  facilitate  the  expansion  of  internal  air  services,  it  is  planned 
to  develop  new  domestic  aerodromes  at  Enchi,  Sunyani,  Yendi,  Navrongo,  Wa 
and  Ho  estimated  to  cost  the  country  an  additional  £1.0  million. 

Daring  the  next  five  years  (1959-1964)  the  Government 
hopes  to  spend  £53 *0  million  in  all  phases  of  communications.  An  equal 
amount  was  spent  during  implementation  of  the  First  Plan,  But  more  em¬ 
phasis  will  henceforward  be  on  "productive  investment".  It  is  believed 
enough  has  been  achieved 

"the  development  of  roads,  railways,  harbours  and  tele¬ 
communications  during  the  First  Plan . has  provided 

a  base  on  which  economic  development  can  now  be  built. 

Except  for  the  anticipated  expenditure  for  overseas  mis¬ 
sions,  Ghana's  available  funds  are  generally  well  spent  on  the  prerequi¬ 
sites  for  future  industrial  development.  If  local  statistics  are  mean- 

per 

ingful  the  income /capita  has  risen  from  £LL  in  1950  to  £9/  in  1957.  This, 
perhaps,  is  a  reflection  of  improved  health,  education  and  transportation 
which  have  invariably  helped  avera~e  Ghanaian  to  be  more  productive  than 
before.  As  he  becomes  more  trained  and  lives  in  better  surroundings,  it 
is  expected  that  his  productivity  will  continue  to  increase,  thereby  rais¬ 
ing  the  income  per  capita . 

12 
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CHAPTER  VI 


DEVELOPMENT  EXPENDITURE  FOR  "PRODUCTIVE  INVESTMENT" 

AND  ANNUAL  RECURRENT  EXPENDITURE 

In  spite  of  repeated  government  declarations  favouring 
rapid  economic  and  industrial  development  during  the  life  span  of  the 
First  Plan,  much  of  the  available  resources  were  spent  on  "social  in¬ 
vestment".  In  the  same  vein,  56.1  per  cent  of  the  Second  Plan’s  funds 
is  being  devoted  to  social  investment.  About  12  per  cent  of  the  First 
Plan  was  devoted  to  "productive  investment"  compared  with  an  allocation 
of  43.9  per  cent  of  the  Second  Plan.  Depending  upon  future  availability 
of  funds,  it  is  likely  that  more  emphasis  will  be  on  economic  and  indus¬ 
trial  sector  in  successive  plans. 

During  the  First  Plan  about  £7.6  million  was  expended  on 
agriculture  and  other  land  resources,  such  as  the  cocoa  rehabilitation 
programme,  soil  conservation,  livestock,  and  forestry. 


ACTUAL  DEVELOPMENT  EXPENDITURE  ON  AGRICULTURE 

(1951  -  1959) 


Table  6,1 


>.l 

£  (million) 

Agricultural  extension  stations 

0.9 

Cocoa  industry  and  cocoa  rehabilitation 
Other  agricultural  diversification 

2.5 

programmes1 

2.0 

Soil  conservation  and  planning 

0.5 

Soil  and  land  use  survey 

0.1 

Animal  health 

1.3 

Fisheries 

0.1 

Forestry 

0.2 

Total 


£7.6  million 


"''Programmes  undertaken  by  Agricultural  Development  Corporation,  a  crown 
body  established  in  1947. 
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One  of  the  objectives  of  the  First  Development  Plan,  in 
accordance  with  Professor  Lewis’  recommendation  was  to  diversify  agricul¬ 
ture,  control  swollen  shoot,  rehabilitate  cocoa,  and  improve  farming 
practices  where  possible  by  setting  up  a  chain  of  agricultural  stations 
throughout  the  country  for  extension  work  and  for  demonstrating  better 
methods  of  husbandry. 2  About  £7.3  million  was  therefore  expended  on 
these  projects.  At  least  two-thirds  of  the  working  population  of  Ghana 
live  by  agriculture;  they  contribute  65  per  cent  of  national  income  and 
of  foreign  earnings  which,  of  course,  depend  upon  export  crops,  especial¬ 
ly  cocoa.  Nonetheless,  the  agricultural  industry  is  still  rudimentary 
and  production  of  food  for  home  consumption  is  still  insufficient.  Noth¬ 
ing  is  more  important  than  that  agriculture  should  become  a  highly  effi¬ 
cient  and  productive  occupation  but  most  of  the  non-cocoa  farmers  are 
technically  and  socially  handicapped.  Considering  the  poverty,  the  dan¬ 
gers  of  soil  erosion  due  to  torrential  rain,  the  prevalent  diseases  of 
man,  animal  and  plant,  the  traditional  system  of  bush  fallow,  lack  of 
knowledge  concerning  non-cocoa  farming  techniques,  and  the  complex  ques¬ 
tion  of  land  tenure,  it  is  no  wonder  that  Ghana’s  agriculture  is  still  un¬ 
developed. 

With  the  establishment  of  the  Agricultural  Development 
Corporation,  mechanized  and  specialized  farming  was  encouraged — livestock 
industry  in  Northern  Ghana,  tobacco  and  banana  plantations  in  Southwestern 
Ghana.  An  examination  of  Ghana’s  agriculture  indicates  sane  improvement 
in  certain  sections  of  the  country.  All  the  same,  much  remains  to  be  done 

2 

See  Chapter  A. 
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to  catch  up  with  the  increasing  demand  for  protective  food.  This  prompted 
the  Minister  of  Labour  and  Co-operatives,  Mr.  Ako  Adjei,  to  appeal  to  young 
Ghanaians  to  turn  to  the  land: 

'•There  are  large  areas  in  Ghana",  he  said,  "which  could  be 
much  more  intensively  and  profitably  cultivated  than  they 
are  now  if  only  modern  scientific  farming  methods  were 
used.  The  young  people  of  Ghana  should  seriously  think 
vrhether  they  could  not  better  use  their  valuable  educa¬ 
tion  and  knowledge  to  help  the  members  of  their  families 
make  the  soil  more  productive  by  using  modem  farming 

methods . There  is  a  great  opportunity  in  Ghana  for  all 

those  who  are  prepared  to  turn  their  knowledge  and  educa¬ 
tion  to  agriculture."- 

The  Minister's  "Back  to  the  Land"  appeal  to  Ghana's  young 
men  may  be  important  at  this  time  when  the  production  of  more  protective 
food  is  necessary  to  meet  the  growing  demand.  Nevertheless,  if  Ghana's 
agriculture  remains  as  it  is — with  its  frustrating  tenancy  system  and  low 
standard  of  farm  living — it  is  doubtful  that  the  young  men  will  seriously 
heed  him.  These  j/oung  men  have  been  exposed  to  western  culture  which  has 
broadened  their  outlook  and  changed  their  tastes.  The  only  place  where 
they  have  opportunities  to  satisfy  their  new  needs  is  in  the  cities  or 
large  towns.  Hence  the  flow  to  the  cities. 

If  it  becomes  a  serious  policy  of  the  government,  the  "Back 
to  the  Land"  appeal  would  be  contradictory  to  the  government's  own  avowed 
policy  of  industrial  development.  Historv  has  indicated  that  as  a  caintrv 
advances  industrially  it  draws  its  labour  force  from  surplus  labour  in  ru¬ 
ral  areas.  Again,  this  mobility  of  the  labour  force  helps  the  "invisible 
hand"  allocate  available  resources  to  the  optimum.  Back  to  the  land  is 
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not  a  long-range  effective  solution  to  Ghana’s  agricultural  problem.  If 
pursued  to  the  letter,  it  will  defeat  the  government's  own  development 
plan.  It  would  be  more  advisable  to  mechanize  farming  (other  than  cocoa) 
and  make  it  more  lucrative  so  as  to  attract  those  who  have  the  knack  for 
farming.  In  doing  so,  more  hands  would  be  released  for  employment  in 
towns  and  cities  as  economic  development  continues.  This  approach  would 
meet  the  increasing  demand  for  better  food  as  a  result  of  rapid  urbaniza¬ 
tion.  As  pointed  out  in  the  preceding  Chapter,  this  demand  has  resulted 
in  a  doubling  of  food  imports  during  the  past  seven  years,  thus  creating 
a  severe  strain  on  the  balance  of  payments. 

There  must  also  be  a  large  increa.se  in  agricultural  exports 
to  pay  for  imports  of  machinery  and  other  goods.  Apart  from  cocoa,  few 
agricultural  commodities  come  into  the  export  market;  principally  palm 
oil  and  palm  products,  but  also,  to  a  smaller  extent,  copra  and  coconut 
oil,  coffee,  and  limes. 

In  addressing  the  Ghana  Farmers'  Union  In  August  1958, 

Dr.  Nkrumah  said, 

"In  reviewing  the  programme  of  the  Agricultural  Develop¬ 
ment  Corporation,  I  was  struck  by  the  immense  possibil¬ 
ities  which  existed  for  developing  agriculture  in  all. 
its  phases  in  Ghana.  There  are  opportunities  for  rub¬ 
ber,  bananas  and  coconut  in  the  southwest;  coffee  as  a 
new  crop  in  the  cocoa  area;  tobacco,  cattle  and  cereals 
in  the  north;  sugar  and  cattle  in  the  southern  plains. 

Small  farming  is  very  inefficient  in  Ghana,  and  the  main 
task  of  the  A.D.C.  is  to  help  farmers  improve  their  farm¬ 
ing  practices;  most  crop  yields  could  be  doubled  if  bet¬ 
ter  techniques  were  employed.  The  Agriculture  Depart¬ 
ment  ought  to  reach  all  the  villages,  bringing  the  farm¬ 
ers  new  seeds,  new  methods,  new  fertilizers  and  wider 
horizons . The  Government  is  also  anxious  to  help 
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fanners  establish  large  scale  modern  agrarian  projects, 
especially  in  rubber,  bananas,  cattle  ranching,  sugar 
and  oil  seeds.  In  addition  there  would  be  plantations 
on  a  co-operative  basis  with  Ghanaians  who  contributed 
land  and  either  labour  or  the  cost  of  labour .... .Indeed 
this  would  enable  large  blocks  of  land  to  be  brought 
under  cultivation  on  a  modern  basis,  but  it  does  not 
solve  the  puzzle  of  ownership  which  gives  the  farmer 

more  incentive  for  high  productivity . Demonstration 

farms  of  fifty  to  one  hundred  acres  would  be  established 
in  various  parts  of  the  country  to  show  new  crops  and 
methods. M 

Consequently,  A.D.C.  has  been  provided  with  public  funds 
of  £24  million  to  continue  its  task  of  agricultural  diversification  and 
development  during  the  next  five  years  (Second  Plan).  The  major  objec¬ 
tives  of  the  farm  policy  are  (a)  to  raise  yields  of  the  cocoa  industry 
and  to  study  and  promote  the  use  of  fertilizers  and  scientific  farming 
methods  in  farms  other  than  cocoa,  (b)  to  establish  on  a  large  scale 
rubber  and  banana  plantations,  (c)  to  consolidate  other  farms  especially 
vegetables  and  citrus  fruits,  and  (d)  to  establish  firmly  the  foundation 
of  cattle  and  meat  industry. 

Dealing  with  cocoa,  the  government  is  placing  much  empha¬ 
sis  on  raising  the  yield  per  acre  by  better  control  of  weeds,  pests  and 
diseases,  by  more  regular  harve sting,  by  using  fertilizers  and  by  plant¬ 
ing  high  yielding  stocks.  The  acreage  under  cocoa  has  been  determined 
mainly  on  the  one  hand  by  losses  in  eastern  Ghana  due  to  swollen 
shoot,  and  on  the  other  hand,  by  new  planting  in  western  Ghana. 
Swollen  shoot  is  now  under  control,  and  for  some  time  the  new  acreage 
planted  has  exceeded  the  losses  due  to  the  disease.  New  planting  in  the 
West  will  probably  reach  its  maximum  within  the  next  five  years  since 
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nearly  all  the  land  suitable  for  cocoa  in  Western  Ashanti  is  already  un¬ 
der  that  crop,  A  subsidy  of  £30  per  acre  for  replanting  is  offered  by 
the  Cocoa  Marketing  Board. 

The  biggest  operation  in  the  cocoa  area  is  the  mass  spray¬ 
ing  of  affected  cocoa  trees  against  the  capsid  insect  at  a  cost  of  £2.5 
million  a  year.  It  is  expected  that  this  operation  will  increase  the 
industry's  yield  by  at  least  twenty-five  per  cent.  This  will  also  be 
financed  through  the  Cocoa  Marketing  Board.  After  much  experimentation 
a  technique  for  fertilizing  cocoa  plantations  has  now  been  established, 
and  £194,300  has  been  allocated  for  widespread  demonstrations  throughout 
the  cocoa  area.  When  the  use  of  fertilizers  becomes  widespread,  a  fur¬ 
ther  twenty  per  cent  increase  in  yield  can  be  expected;  however,  this 
will  take  many  years  to  achieve.  Another  sum  of  £13,000  has  been  appro¬ 
priated  to  establish  a  costing  unit  in  order  to  determine  the  production 
costs  of  cocoa. 

The  government,  working  through  A.D.C.,  has  chosen  to  fos¬ 
ter  agricultural  diversification  through  subsidies  to  potential  farmers 
to  establish  rubber  and  banana  plantations  in  Southwe stern  Ghana,  where 
climatic  factors  are  conducive  to  this  type  of  cultivation  and  accessible 
to  main  transportation.  Hence  the  government  has  allocated  a  subsidy  of 
£400,000  to  farmers  for  clearing  and  planting. 

Vertical  integration  of  citrus  fruit  orchards,  maize  and 
vegetable  farms  is  being  encouraged  during  the  Second  Plan,  whilst  new 
commercial  crops  such  as  oilseed,  and  soyabean  are  introduced  in  the 


Northern  Ghana.  To  meet  the  immediate  cost  of  development ,  £10,000  has 
been  voted  for  the  cultivation  of  tobacco,  £50,000  for  mechanical  culti¬ 
vation  to  meet  the  demands  of  local  cigarette  manufacture,  and  £30,000 
for  improving  and  cultivating  groundnuts.  An  increase  in  the  yield  of 
cereals  is  a  top  priority  not  only  for  immediate  human  consumption  in 
the  North,  but  also  for  feeding  cattle  and  other  livestock  during  the 
dry  season. 

The  handicaps  in  establishing  a  cattle  industry  are  severe, 
especially  in  the  North.  If  the  livestock  industry  is  to  succeed,  the 
first  priority  is  to  set  up  an  Animal  Husbandry  Research  Station  where 
work  on  grasses,  dry  season  feeding,  animal  genetics  and  other  aspects 
of  husbandry  can  be  concentrated  while  the  veterinary  stations  continue 
to  specialize  on  diseases.  A  sum  of  £75*000  has  been  appropriated  in  the 
Second  Development  Plan  for  a  new  Tsetse  Control  Section  to  be  established 
in  the  Animal  Health  Division.  The  research,  extension  and  disease  con¬ 
trol  services  of  the  Animal  Health  Division  will  also  be  expanded. 

The  prime  importance  of  agricultural  development  in  the 
initial  stages  of  industrial  growth  is  oft-told,  and  therefore  need  not 
be  reiterated.  Growth  and  improvement  in  agriculture  have  in  many  coun¬ 
tries  in  the  past  fostered  and  smoothed  the  path  for  establishment  and 
growth  of  industry.  It  provides  the  sustenance  of  the  growing  urban  popu¬ 
lation,  supplies  a  market  for  manufactured  goods,  a  source  of  capital  for 
industry  and  a  source  of  foreign  inccme  to  pay  for  imported  capital  goods, 
and  gives  opportunities  for  those  with  managerial  skill.  All  told,  such 
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government  expenditure  on  agricultural  development  is  justified,  provided 
it  is  efficiently  spent. 

But  the  real  success  of  Ghana’s  agricultural  development, 
and  for  that  matter  the  whole  industrialization  programme,  depends  immense¬ 
ly  upon  the  government’s  ability  to  deal  with  the  land  tenure  siystem.  The 
land  tenure  system  is  the  core  of  all  internal  problems.  It  is  even  more 
a  deterrent  to  progress  .than  technological  and  capital  difficulties. 

Government  views  on  industrial  development  have  been  to 
some  extent  influenced  by  the  report  of  Professor  W.  A.  Lewis. ^  In  his 
opinion,  the  time  was  not  yet  ripe  for  any  major  pregramme  of  industrial 
expansion,  and,  for  some  years  to  come,  priority  must  continue  to  be  given 
to  improving  agricultural  productivity  and  extending  basic  services.  He 
considered,  however,  that  a  moderate  programme  of  industrialization  might 
be  undertaken  and  that,  with  this  end  in  view,  the  Government  should  take 
certain  steps,  including  the  announcement  of  its  attitude  towards  foreign 
enterprise  and  strengthening  the  Industrial  Development  Corpration  (I.D.C.) 
which  was  first  established  in  1917  to  promote  local  industries  and  handi¬ 
crafts. 

All  postwar  government  planning  has  had  as  one  of  its  prin¬ 
cipal  objectives  the  creation  of  conditions  in  which  an  expansion  of  in¬ 
dustry  could  take  place.  This  in  itself  is  a  major  task,  for  it  includes 
road,  rail  and  hapbour  construction,  and  provision  of  water  and  power 
supplies.  It  has,  in  fact,  absorbed  a  large  share  of  the  financial  and 
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material  resources  available  for  economic  development  since  1951*  It  was 
the  government’s  hope  that,  as  a  favourable  environment  is  created,  pri¬ 
vate  enterprise  and  caoital  will  be  attracted  to  the  task  of  expanding 
and  diversifying  Ghana’s  economy.  Such  an  expectation  has  not  been  ful¬ 
filled.  In  1955,  in  the  absence  of  an  industrial  and  commercial  class 
familiar  with  western  trading  methods  and  techniques,  and  due  to  the  re¬ 
luctance  on  the  part  of  western  investors  to  help  Ghana  in  her  task  of 
development,  the  present  government  realized  that  it  was  obliged  to  take 
positive  action  to  bring  about  modernization  of  the  country’s  economic 
life. 

Acting  upon  the  recommendations  of  Professor  Lewis’  Report, 
late  in  1954-  the  government  provided  £6.6  million  for  the  I.D.C.  to  pro¬ 
mote  or  to  establish  small  scale  industries  such  as  brick  and  tile  wood 
products,  canned  fruits  and  vegetables  which  would  use  local  raw  materials. 
The  government  again  hopes  to  spend  another  £20  million  during  the  Second 
Plan.  By  the  end  of  the  First  Plan  period  I.D.O.  had  established  these 
government  sponsored  industries.  It  has  now  placed  increased  emphasis  on 
the  development  of  larger  scale  industries.  Among  such  companies  are  I.D.C. 
Workshops  Ltd.,  engaged  in  the  production  of  joinery  and  "high-quality'1 
furniture,  Nkawkaw  Sawmills  Ltd.,  producing  saw  timber,  Ghana  Brick  and 
Tile  Company  Ltd.,  making  roofing  tiles,  bricks  and  hollow  blocks  from 
local  clay  deposits  and  the  Match  Development  Company  Ltd.  producing 
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The  Corporation  hopes  to  continue  the  task  of  industrial 
development  during  the  next  five  years.  It  is  hoped,  however,  that  the 
number  of  private  enterprises  will  increase. 

During  the  Parliamentary  debate  regarding  the  Second  Plan, 

the  Prime  Minister,  reviewing  foreign  private  investment,  said, 

"Ghana  requires  both  capital  and  know-how  for  substantial 
industrialization.  Every  effort  will  continue  to  be  made 
to  assist  Ghanaian  industrialists,  but  the  principal  agents 
during  the  next  five  years  will  have  to  continue  to  be 
foreign  industrial  firms .... .Foreign  capital  was  assured 
of  fair  treatment.  Overseas  firms  were  permitted  to  pay 
dividends  and  repatriate  capital  in  foreign  exchange  with¬ 
out  restriction . The  Government  had  no  intention  of 

nationalizing  industries.  An  Agreement  had  been  signed 
with  the  Government  of  the  United  States  of  America  guar¬ 
anteeing  the  rights  of  American  investors  in  Ghana,  and 
Ghana  will  be  willing  to  sign  similar  agreement  with  any 
other  country."? 

However,  during  the  last  eight  years,  the  country  had  not 
received  a  favourable  response  to  its  appeal  for  development  funds,  the 
Prime  Minister  continued, 

"While  it  is  true  that  Ghana's  Government  cannot  provide  all 
the  capital  which  is  required  for  industrialization,  it  is 
nevertheless  true  that  Government  capital  can  for  the  time 
being  be  used  decisively  either  to  stimulate  the  flow  of 
private  capital  or/and  to  pioneer  in  projects  where  the 

risks  are  too  great  for  private  enterprise . Specially 

high  priority  will  be  given  within  the  next  five  years  to 
promoting  the  establishment  of  not  less  than  six  hundred 
factories  of  varying  size  producing  a  range  of  over  a 
hundred  different  products."? 

Accordingly,  £20  million  has  been  appropriated  for  direct 
investment  in  industrial  enterprises  during  the  next  five  years.  Part  of 
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this  sum  -will  be  for  investment  in  shares  or  debentures  of  private  under¬ 
takings,  the  rest  will  be  for  investment  in  undertakings  under  the  control 
of  the  Industrial  Development  Corporation.  Special  areas  are  being  devel¬ 
oped  in  Accra,  Tema,  Takoradi,  Cape  Coast,  Rumasi,  Tamale  and  other  places 
where  land  can  be  had  for  factory  sites  with  clear  titles,  and  where  all 
the  services  needed  by  industry  will  be  available.  It  is  also  intended  to 
build  up  some  tvrenty  other  rural  centres,  each  of  which  will  have  some  in¬ 
dustrial  development.  The  policy  will  be  to  divert  to  these  towns  such 
factories  as  do  not  need  to  be  part  of  a  large  industrial  area  if  they  are 
to  survive  commerciall3r. 

At  present  it  is  not  possible  to  say  just  what  factories 
will  be  built  in  Ghana  during  the  next  five  years.  At  the  time  of  writing 
of  this  paper  it  is  understood  that  the  government  is  considering  some  of 
the  following  industries  where  preliminary  investigation  has  already  been 
completed:  (a)  cotton  spinning  and  weaving,  (b)  bleaching,  dyeing  and 

printing,  (c)  textiles  manufacturing  and  knitwears,  (d)  tanneries,  leather 
goods,  boots  and  shoes,  (e)  glass  and  building  materials,  (f)  aluminium 
products,  (g)  fertilizers  and  insecticides,  (h)  motor  car  assembly,  rub¬ 
ber  and  plastic  products,  (i)  canneries,  fish  products,  and  (j)  cosmetics, 
etc. 

For  all  this  and  the  agricultural  diversification  pro¬ 
gramme,  about  £50  million  sterling  has  been  appropriated. 

Industrial  development  in  most  countries  has,  with  due  re¬ 
gard  to  the  raw  materials  and  agricultural  products  available,  followed 
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the  classical  pattern  of  moving  from  an  agricultural  economy  to  a  mixed 
one.  The  processing  of  agricultural  materials  into  foodstuffs,  the  pro¬ 
duction  of  beverages,  the  manufacture  of  building  materials,  the  produc¬ 
tion  of  garments  and  knitted  fabrics  from  imported  piece  goods  and  yarns, 
has  been  accompanied  by  the  growth  of  engineering  services  for  repair 
work  and  for  the  construction  of  minor  articles  of  equipment. 

For  Ghana,  it  is  believed  that  Professor  Lewis  has  now  sug¬ 
gested  the  development  of  the  above-mentioned  industr?  es  on  small  scale  to 
meet  increasing  domestic  demand.  At  this  juncture,  perhaps,  special  atten¬ 
tion  has  been  given  to  the  list  of  Ghana's  manufactured  imports  and  consid¬ 
ered  which  of  those  it  is  possible  for  the  country  to  manufacture  at  its 
stage  of  development.  Operation  on  small  scale  will  prevent  heavy  costs 
which  result  from  agglomeration  of  large  labour  forces  in  underdeveloped 
countries — most  of  them  may  not  be  sufficiently  trained  and  efficient  in 
their  task;  the  overhead  capital  costs  stemming  from  such  agglomeration 
are  often  high,  and  do  not  directly  increase  productivity.  Few  will  gain¬ 
say  that  administration  of  small  units  presents  less  problems  and  permits 
administrative  resources  to  be  well  utilized;  it  also  provides  a  more 
suitable  training  ground  for  business  and  administrative  responsibility. 

For  best  utilization  of  available  and  future  resources, 
perhaps  Ghana  should  take  bold  and  positive  steps  to  develop  a  West  African 
Common  Market  as  part  of  its  industrialization  program's.  Economically  it 
would  be  to  a  greater  advantage  of  countries  concerned  in  West  Africa  in 
the  long  run  to  help  build  such  a  market  whereby  almost  all  tariff  barriers 


-  104  - 


between  them  were  eliminated  and  the  over-all  economic  development  gradu¬ 
ally  co-ordinated.  It  will  be  no  easy  task  of  bringing  this  big  market 
to  fruition. 

Over  the  past  few  years  (during  the  First  Plan)  the  Geo¬ 
logical  Survey  Department  has  conducted  a  reconnaissance  over  the  whole 
country  in  search  of  minerals.  As  a  result,  new  deposits  of  manganese 
ores,  iron,  bauxite,  and  diamond  fields  are  now  being  worked.  In  addi¬ 
tion,  a  general  hydrological  survey  of  rivers  and  the  source  of  hydro 
electric  power  has  been  made.  All  told,  it  cost  the  government  £0,9  mil¬ 
lion.  The  next,  step  is  to  find  those  minerals  which  do  not  readily  re¬ 
veal  themselves  by  surface  indications.  This  requires  much  more  special¬ 
ized  techniques  and  expensive  equipment. 

But  for  the  meantime,  during  the  Second  Plan  period,  the 
government  has  appropriated  about  £1.8  million  (see  Table  6.2)  for  capi¬ 
tal  works,  purchase  of  new  equipment  to  undertake  further  surveys  includ¬ 
ing  aerial  surveys,  to  await  future  private  investments  in  this  field. 

Beside  lack  of  know  how  and  funds  which  perhaps  discourage 
enterprising  young  Ghanaians  to  engage  in  mining,  the  old  social  factor — 
land  holding  title — is  another  deterrent.  Mineral  rights  are  held  by 
traditional  authorities  (the  tribal  chiefs)  and  by  some  individual  Ghanai¬ 
ans,  and  not  by  the  government.  This  hinders  large-scale  systematic  pros¬ 
pecting  for  the  prospector  must  negotiate  with  scores  or  hundreds  of  own¬ 
ers  in  order  to  acquire  mining  rights  over  a  large  block  of  land.  Some 
modern  scientific  methods  of  prospecting,  such  as  the  conduct  of  magnetic 
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Table  6.2  EXPENDITURE  FOR  GEOLOGICAL  SURVEYS  DURING  1959-64 


Total  for  Plan 
(1959-64) 

dJ 

Immediate 

Imclementation 

(1959) 

£ 

Systematic  Geological  Mapping  Programme 

1,193,305 

1,193,305 

Contract  Works 

Diamond  Core  Drilling 

75,000 

75,000 

Aerial  Geophysical  Surveys 

400,000 

400,000 

Capital  Expenditure 

Instruments  and  Equipment 

30,000 

30,000 

New  Headquarters,  Accra 

55,000 

55,000 

Six  Bun  ga  lows ,  Ac  c  r a 

30,000 

30,000 

Office,  Tamale 

5,000 

5,000 

Bungalow,  Tamale 

5,000 

5,000 

Bungalow,  Koforidua 

5,000 

5,000 

Total 

£1,798,305 

£1,798,305 

Source:  Development  Estimates,  1959,  ?•  2 
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surveys  from  aeroplane s,  can  only  be  done  effectively  on  a  large  scale , 
and  will  be  undertaken  by  private  prospectors  only  if  they  are  confident 
that  they  can  acouire  mining  rights  if  their  surveys  indicate  prospects 
of  success.  The  government  therefore  intends  to  introduce  legislation 
whd  ch,  while  retaining  the  rights  of  the  private  land  owners  to  receive 
royalties,  will  give  the  government  power  to  grant  exclusive  prospecting 
and  mining  rights  in  order  to  facilitate  effective  mining  and  industrial 
operations.  If  the  government  finally  succeeds  in  gaining  the  co-operation 
of  the  tribal  chiefs  in  this  respect,  then  prospecting  and  discovery  could 
be  effectively  undertaken.  As  new  economic  minerals  are  discovered  and  de¬ 
veloped,  depending  upon  home  and  world  demand,  Ghana  will  stand  to  gain 
more  from  the  money  being  invested  for  ground  work  of  prospecting  and 
training  of  personnel. 

Public  expenditure  for  agricultural,  industrial,  and  mining 
development  during  the  current  Second  Plan  will  be  about  1 4.3  per  cent  of 
the  total  estimated  development  expenditure  as  compared  with  9*6  per  cent 
of  the  previous  Plan  actual  expenditure.  It  is  likely  that  by  the  end  of 
the  Second  Plan  the  actual  spending  may  have  increased  depending  upon 
trend  of  prices  and  possible  changes  in  the  initial  plan. 

Power  resources  is  another  field  of  development.  Ghana, 
at  present  is  without  coal  or  oil  of  its  own.  She  depends  for  energy 
upon  imported  coal  from  Nigeria  and  oil  from  the  Middle  East.  Oil  is  a 
great  question  mark.  Some  investigation  for  oil  has  been  already  under¬ 
taken  by  the  Gulf  Oil  Co.  Ltd.  (in  partnership  with  the  Government  of  Ghana), 
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and  the  work  is  continuing.  At  the  moment,  very  little  is  known  about 
the  petroleum  prospects.  There  is  no  doubt  that  the  discovery  of  com¬ 
mercial  quantities  of  oil,  and  the  development  of  the  Volta  Project 
(hydro  electric  power  part  of  the  project)  would  make  a  big  difference 
to  the  industrial  potential  of  Ghana. 

In  the  meantime,  by  far  the  most  important  electricity  de¬ 
velopment.  during  the  First  Plan  was  a  Zf.5,000  kilowatt  steam  power  station 
at  Tema  (Volta  Project  area)  and  the  initial  stages  of  dam  construction — 
part  of  Volta  Project — which  cost  the  country  £2.9  million. 

The  importance  of  the  Volta  Project  upon  which  most  of  the 
source  of  energy  for  Ghana's  future  economic  growth  hinges  has  been  pointed 
out  in  Chapter  III.  Even  though  its  full  development,  which  involves  a 
series  of  projects,  is  being  frustrated  by  circumstances,  it  still  has 
number  one  priority  in  the  government's  economic  programme. 

"The  Government's  ultimate  aim  is  to  attempt  the  total 
electrification  of  Ghana,  while  the  immediate  aim  is 
to  use  hydro  electric  power  to  electrify  as  much  of 
the  country  as  possible  and  to  provide  an  abundance 
of  cheap  electric  power  for  the  development  of  industry."’'7 

After  many  frustrating  attempts  to  secure  foreign  loans 
for  the  project,  the  potential  for  hydro  electric  power  in  Ghana  was  re¬ 
examined  by  the  Volta  River  Preparatory  Commission  whose  report  was  pub¬ 
lished  in  1955*  In  this  Report,  attention  was  limited  to  major  projects 
which  would  provide  sufficient  power  to  develop  the  aluminium  industry 
from  the  extensive  bauxite  deposits  in  the  country.  In  October  1958, 

7 

Ghana,  Ministry  of  External  Affairs,  Building  a  Future,  op.  cit.  p.  20 
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the  Kaiser  Industries  Corporation  of  America  was  engaged  to  carry  out  a 

reassessment  survey  to  bring  the  cost  estimates  of  the  1955  Volta  River 

Report  up  to  date.  The  Corporation  examined  the  possibility  of  reducing 

the  cost  of  the  hydro  electric  power  schemes  and  of  proceeding  with  these 

projects  without  the  development  of  the  aluminium  industry. 

’•The  Government  has  not  abandoned  the  prospect  of  using  the 
hydro  electricity  for  the  development  of  the  alumini¬ 
um,"  said  the  Prime  Minister.  "On  the  contrary,  it  is 
intended  to  develop  this  industry  as  soon  as  possible. 

It  will  be  necessary,  if  a  scheme  of  this  magnitude  is 
embarked  upon  to  raise  the  majority  of  the  capital  re¬ 
quired  by  way  of  international  loans.  Until  then  the 
Government  is  determined  to  develop  the  hydro  electric 
potential  in  Ghana  to  its  maximum  during  the  Second 
Plan  period.  In  addition  to  major  electric  projects, 
consideration  is  being  given  to  the  possibility  of 
harnessing  smaller  rivers  for  small  scale  hydro  elec¬ 
tric  power  plants  to  be  operated  in  conjunction  with 
agricultural  irrigation  projects  and  pipe  borne  \'jater 
supplies. 

Even  the  Volta  Project  was  originally  considered  "techni- 
o 

callv  sound",7  yet  in  face  of  lack  of  adequate  funds  for  the  main  project 
and  failure  of  both  the  British  Government  and  of  two  leading  aluminium 
companies  to  honour  their  undertakings,  it  may  seem  advisable  for  Ghana, 
at  the  present  time,  to  concentrate  on  alternative  small  scale  power  pro¬ 
jects  to  meet  the  immediate  need  for  energy.  It  is  quite  possible  that 
as  the  economy  becomes  developed  and  grows  Ghana  may  be  in  a  better  posi¬ 
tion  financially  to  embark  upon  the  main  project  of  Volta  River. 


6 

Ibid,  p.  20 

Cmd.  6702.  A  scheme  for  financing  the  project  envisages  Ghana  (then  Gold 
Coast)  Government  being  responsible  for  public  works  and  for  part  of  capi¬ 
tal  needed  for  dam  and  power  station;  the  United  Kingdom  Government  lending 
capital,  primarily  for  investment  in  the  power  side  of  the  project:  and  the 
aluminium  companies  being  concerned  with  the  provision  of  capital  for  the 
development  of  the  smelter  and  the  bauxite  mines. 
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At  the  time  of  writing,  it  is  understood  that  Kaiser  In¬ 
dustries  Corporation  has  shown  interest  in  the  project,  perhaps  the  first 
phase  of  the  dam  for  power  will  then  be  completed  during  the  Second  Plan 
period.  An  amount  of  £100  million  has  been  included  in  the  Second  Plan 
for  development  of  hydro  electric  power  during  the  life  span  of  the  Plan. 
The  multiple  phase  Volta  River  Project,  which  was  initially  estimated  in 
1952  to  cost  £144  million  to  complete  is  now  estimated  in  the  neighbour¬ 
hood  of  £300  million.  As  prices  continue  to  rise,  it  is  expected  that 
the  cost  of  the  project  will  be  increasing  the  more  it  is  delayed.  Con¬ 
sidering  the  surrounding  financial  conditions,  the  full  project  is  far 
from  implementation.  Ghana  cannot  allocate  all  her  development  funds  to 
this  single  project;  neither  are  foreign  private  capital  nor  other  for¬ 
eign  funds  forthcoming  for  the  project. 

Amidst  the  uncertainty  of  the  Volta  Project,  the  second 
chase  of  over-all  economic  and  industrial  development  is  being  undertaken 

A  A 

by  and  large  by  the  government. 


Dr,  Nkrumah  introduced  the  Second  Five  Year  Plan  of  £343.4 
million  as  a  foundation  for  the  Welfare  State.  During  his  speech  to  the 
Ghana  Parliament  he  said : 

"This  is  a  time  for  ambition,  for  without  ambition  noth¬ 
ing  can  be  achieved .... .The  plan  clearly  reflects  the 
development  which  we  want  to  see  take  place  in  our  coun¬ 
try.  It  is  up  to  each  and  everyone  of  us  to  do  every¬ 
thing  in  his  power  to  see  that  this  objective  is  achieved 

. It  is  the  aim  of  my  government  to  create  the  means 

for  the  good  life,  to  abolish  disease,  poverty,  illiter¬ 
acy,  give  our  people  ample  food  and  good  housing,  to  cre¬ 
ate  a  society  in  which  everybody  in  Ghana  can  enjoy  the 
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fmits  of  his  labour  and  raise  the  economic  and  social 
standards  of  the  people  and  so  let  us  advance  confident¬ 
ly  as  a  nation. 

The  Prime  Minister  reviewed  some  of  the  achievements  of 
the  past  eight  years  (1951-59)  which  were  years  of  tremendous  political 
activity  and  full  of  difficulties.  Nevertheless,  there  had  been  some 
development  in  every  field  of  business  and  particularly  in  the  govern¬ 
ment  sector  which  has  resulted  in  a  tremendous  growth  of  urbanization 
according  to  African  standards.  There  are  now  new  and  better  roads; 
free  primary  education  has  been  introduced;  the  University  College  and. 
Kumasi  College  of  Technology  have  been  established;  medical  services 
have  been  extended  and  new  hospitals  built;  the  entire  system  of  com¬ 
munications  has  been  revolutionized,  railways  have  been  extended,  Takoradi 
harbour  enlarged  and  a  new  one  at  Tema  built,  new  bridges  built  and  new 
modern  townships  established  at  focal  points.  In  addition,  political 
"progress"  has  meant  reorganizing  the  administrative  machinery  of  govern¬ 
ment  and  that  of  local  governments. 

"All  this  has  been  achieved  during  the  last  eight  years", 
said  the  Prime  Minister,  "bit  what  we  have  done  in  the 
past  has  only  set  the  stage  and  provided  the  framework 
within  which  we  can  now  go  ahead  and  develop  our  econ¬ 
omy.  This  aim  cannot  be  achieved  all  at  once,  but  it  can 
be  realized  through  a  series  of  five  year  plans  like  the 
one  we  are  about  to  embark  upon.  This  Second  Development 
Plan  will,  I  am  confident,  lay  the  foundation  on  which 
our  economic  independence  can  be  built. "-1-' 

In  sum,  the  First  Plan  covering  a  period  of  eight  years 
(1951-1959)  involved  an  expenditure  of  £146.6  million  and  did  much  to 
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Table  6.3  APPROVED  SECOND  DEVELOPMENT  PLAN  EXPENDITURE 

(1959-1964) 


Funds 

Available 

Total 

for  Immediate 

Allocation 

Implementation 

(1959-3 964) 

(1959) 

£  (million) 

£  (million) 

General  Administration 

13.7 

7.8 

Defence  Law  and  Order 

7.7 

4.7 

Local  and  Regional  Administration 

18,9 

9.7 

Health  ) 

Education  ) 

88.6 

50.7 

Housing  ) 

Other  Public  Utilities 

11.5 

8.6 

Transport  and  Communications 

53.0 

28.7 

Agriculture  and  Industry 

50.0 

25.8 

Volta  River  Project 

(Hydro  Electric  Power  Development) 

100.0 

100.0 

Total 

£343.4 

£235.5 

Balance  of  cost  to  be  provided  for  from  revenue  within 
the  next  five  years  is  £107.9  million. 

Source:  Ghana,  Development  Commission  -  Ghana  Today  - 
Building  a  Nation,  April  1959 


-  112  - 


provide  for  initial  development  with  the  emphasis  on  communications,  edu¬ 
cation,  health  and  general  services.  Expenditure  for  the  Second  Plan  has 
been  approved  by  the  Parliament,  and  during  the  next  five  years  (June  1959 
-1964),  Ghana  expects  to  spend  £343.4  million  for  economic  development. 

In  addition  to  this  development  spending  is  the  government’s 
recurrent  expenditure  (Table  6.4).  This  sector  has  been  rising  steadily, 
from  £13.4  million  in  1951  to  £43.5  million  in  1953  (or  from  5.6  per  cent 
to  12.8  per  cent  of  the  Gross  National  Product  within  the  same  period). 

RECURRENT  GOVERNMENT  EXPENDITURE 


Table  6.4 _ £  (million) 


ITEM 

FISCAL  YEAR 

1951  1952  1953 

1954  1955 

1956  1957  1958 

1.  Salari.es,  pensions 
and  Wages 

10.3 

15.8  15.3 

13.0 

19.6 

20.6 

21.6 

23.4 

2.  Net  Domestic  Purchases  ) 

) 

3.  Net  Overseas  Purchases  ) 

0.6 

0.6 

0.6 

3.0 

10.2 

12.0 

13.0  14.0 

1.4  1.8 

4.  Interest  on  Domestic  Debt 

- 

- 

0.2 

0.3 

0.4 

0.7 

0.7 

0.7 

5.  Interest  on  Overseas  Debt 

0.3 

0.3 

0.3 

0.3 

0.4 

0.2 

0.1 

0.1 

6,  Subsidies  to  Gold  Mines 

0.1 

- 

0.1 

1.4 

0.3 

0.4 

0.3 

0.1 

7.  Grants  to  non-profit 
Institutions 

2.0 

2.6 

3.5 

1.5 

1.7 

1.8 

2.1 

2.1 

Sub  -  Total 

13.3 

19.3 

20.0 

29.5 

33.1 

35.5  33.8  43.2 

Ext  r ao  r  din  ary 

0.1 

1.0 

3.0 

1.1 

1.0 

1.2 

1.0 

1.3 

Total 

13.4 

20.3 

23.0  30.6  34.1  36.7  39.3  43.5 

Source :  Economic  Survey  of  Ghana 
Financial  Statement  1958 


I 


% 


-  113  - 


The  government 1 s  expenditure  on  consumer  goods  and  services 
which  consist  of  compensation  of  employees  and  pensioners,  and  net  pan- 
chases  from  local  enterprises  and  abroad,  carries  the  most  important  share 
of  total  recurrent  expenditure.  The  aggregate  spending  of  this  sector 
(items  1-3)  increased  from  7»9  per  cent  of  the  Gross  National  Product  in 
1954  to  11.2  per  cent  in  1958.  The  total  of  outstanding  public  debt  (ex¬ 
cluding  loans  from  C.M.B.)  is  £20.5  million;  of  this  debt  only  £3.2  mil¬ 
lion  is  owed  to  foreigners.  The  interest  charge  on  the  public  debt  is  at 
present  verv  small,  amounting  to  £0,8  million  in  1957/58,one-eigth  of 
which  is  on  external  loans.  All  being  we 11,  we  may  expect  Ghana  to  in¬ 
crease  its  public  debt  for  the  Volta  Project.  Any  increase  in  debt  may 
depend  upon  future  cocoa  revenue,  future  response  of  private  capital  in¬ 
vestors  and  possibly  future  availability  of  foreign  aid. 

Between  the  fiscal  years  of  1951  and.  1959  Ghana  government 
expended  £240.5  million  on  consumer  goods  and  services;  and  £146.6  million 
on  Development  Plan  (both  social  and  productive  investment),  i.  e.  an 
average  of  £!49.6  million  a  year. 

Although  the  government  intends  to  finance  most  of  the  de¬ 
velopment  programme  by  ordinary  revenues  and  by  internal  borrowings  from 
the  Cocoa  Marketing  Board  Reserves  (funds  fully  controlled  by  the  govern¬ 
ment),  the  present  tax  base  is  slim. 

But  the  expansion  of  public  expenditure  is  likelv  to  be 
accompanied  by  a  considerable  expansion  of  the  tax  base  and  of  tax  yields. 
Careful  consideration  is  being  given  to  the  effective  formulation  and. 
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implementation  of  monetary,  trade  ard  fiscal  policies  so  as  to  "decoy" 
foreign  investment  as  well  as  to  foster  local  capital  formation  and  en¬ 
terprising  spirit. 

"No  one  likes  to  part  lightly  with  his  hard-earned  money," 
commented  Mr.  K.  Amoah-Awuah,  Parliamentary  Secretary  to  the  Ministry  of 
Finance,  at  the  opening  of  a  new  Income  Tax  Office  at  Koforidua.  He  con¬ 
tinued. 


"Ghana  is  a  young  nation  making  real  advancement — the 
fine  tarred  roads,  the  bridges,  the  electricity  and 

water  supplies,  the  schools  and  colleges . all  these 

must  be  paid  for."^ 

Let  us  see  how  Ghana  is  going  to  meet  the  cost  of  raising 
its  people’s  standard  of  living. 


12 
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CHAPTER  VII 


REVENUE  AND  TAX  SYSTEM 

A  large  development  programme  together  with  increasing 
current  expenditure  is  dependent  on  Ghana's  capacity  to  finance  such  ex¬ 
penditures.  It  is  a  well  known  fact  that  the  prospects  of  economic  growth 
depend  on  the  amount  of  resources  available  for  investment  and  on  the  in¬ 
centives  to  utilization  of  these  resources  in  real  capital  formation.  The 
funds  for  this  purpose  are  essentially  derived  from  the  flow  of  country's 
income  not  absorbed  by  consumption.  But  resources  available  in  Ghana  are 
dependent  upon  external  forces,  especially  the  terms  of  trade  over  which 
the  government  has  little  control.  In  this  respect  the  yearly  yields  of 
government  revenue  are  in  practice  determined  by  the  prospects  of  Ghana's 
primary  exports  market — especially  the  cocoa  market. 

Besides  the  general  reserves  of  C.M.B.-1  which  serve  as  a 
cushion  for  development  expenditure,  the  government's  chief  source  of 
revenue  lies  in  taxes  which  in  1958  represented  about  85  per  cent  of  the 
regular  treasury  income,  the  remainder  corresponding  to  revenue  from 
sources  other  than  taxation  such  as  special  C.M.B.  grants,  and  until  1957 
grants  from  Colonial  Development  and  Welfare  Fund  and  interest  on  govern¬ 
ment  overseas  holdings. 

The  most  important  single  source  of  revenue  is  the  export 
duty  on  cocoa.  This  tax  accounts  for  about  45  per  cent  of  total  ordinary 
revenue  (see  Table  7.1)  whilst  the  aggregate  tax  yields  of  the  company, 
mineral  profit  and  personal  income  tax  normally  account  for  about  1U  per  cent. 

^General  Reserves  of  C.M.B.  are  kept  separately  by  the  Board.  Such  reserve 
accounts  are  not  included  in  the  government  Budgetary  Estimates. 
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GHANA  GOVERNMENT  REVENUE 
^in  order  of  importance) 


Table  7.1 _ £  (million) 


FISCAL  YEAR 


1050 

1951 

1952  1953 

1954  1955 

1956  1957  1058 

Ordinary  Revenue 

Export  Duty  on  Cocoa 

12.0 

15.0 

15.9  18.1  48.7 

27.8 

12.  A 

18.7 

26.0 

Import  Custom  Duties 

7.3 

9.4 

9.6  11.4  13.2  14.9 

16.4 

16.1 

15.1 

Company  Income  Tax 

2.0 

2.1 

3.1  2.0 

2.3 

2.9 

2.5 

4.3 

5.3 

Mineral  Profit  Tax 

1.7 

2.4 

3.1  3.3 

3.0 

2.3 

2.0 

2.0 

3.0 

Royalties 

1.9 

2.7 

4.9  5.9 

2.3 

2.1 

2.1 

2.5 

2.7 

Receipts  from 

Government  Dents 

not  available 

3.0 

2.0 

2.9 

5.0 

6.7 

Fees,  Licences  and 

Stamp  Duties 

0.7 

0.9 

1.0  1.9 

1.1 

1.5 

1.3 

1.4 

1.7 

Excise  and  Local  Duties 

0.7 

0.8 

0.9  1.3 

1.1 

1.2 

1.8 

3.0 

2.7 

Personal  Income  Tax 

0.3 

0.1 

0.2  0.7 

0,6 

0.9 

1.0 

1.2 

1.4 

Export  Duties  Others 

0.2 

0.4 

0.6  0.3 

0.7 

0.9 

0.2 

0.2 

0.8 

Total 

26.3  33.8  39.3 '45.4  76.0  56.5 

42.6 

54.4  65.5 

Extraordinary  Revenue 

Special  Grants 
from  C  .M.B. 

5.3 

4.0 

3.0  2.1 

2.1 

4.2 

5.5 

3.8 

2.4 

Colonial  Development 
Welfare 

0.7 

0.3 

0.2  0.1 

0.4 

0.6 

0.9 

Interest  on  Government 
Overseas  Securities 
and  Redemptions 

_ 

2.0 

2.8 

3.4 

1.9 

1.3 

33.3  38.1  42.5  47.6 

80.5  64.1 

52.4  60.1  69.7 

Percent  of  Cocoa  Export 
Duty  of  the  Total 
Ordinary  Revenue 

44.8  44.4  40.5  39.9  64.1  49.2 

29.3 

34.4 

39.7 

Source:  The  Finance  Statement,  1958/59 
Economic  .Survey,  1958 
Quarterly  D'  rest  of  Statistics,  T-ray  1959 
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Among  the  indirect  taxes,  the  group  with  the  highest  yield 
is  that  of  custom  duties  which  produces  about  27  per  cent  of  the  total 
ordinary  revenue. 

Dependence  on  exnort  and  import  duties  is  one  of  the  symp¬ 
toms  of  most  economically  underdeveloped  countries  because  the  whole  tax 
system  is  related  to  the  rural  economy,  and  its  tax  yields  fluctuate  ’'/ide- 
ly,  along  with  prices  and  volumes  of  the  country's  primary  exports.  Levy¬ 
ing  personal  income  tax  is  administratively  expensive  in  relation  to  the 
anticipated  yields.  There  are  too  few  who  pay  personal  incane  tax.  The 
problem  of  evasion  is  serious;  when  a  large  part  of  the  income  subject  to 
taxation  is  received  by  petty  traders  who  do  not  keep  proper  accounts,  or 
by  the  cocoa  farmers  who  have  a  traditional  practice  of  hoarding  their 
savings,  it  becomes  extremely  difficult  to  enforce  income  tax  provisions. 

The  class  which  it  is  easy  to  tax  is  the  tribal  chiefs  and 
their  clans,  because  neither  incentives  nor  savings  are  involved  and  also 
because  most  of  them  are  now  in  political  disfavour.  The  salaried  middle 
classes  are  hard  to  tax  partly  because  they  now  wield  political  power  in 
the  new  government  and  partly  because  incentives  are  required  for  the  ex¬ 
pansion  of  the  "new  class"  in  the  society.  Perhaps  one  of  the  principal 
catalysts  of  economic  development  is  to  increase  the  number  of  semi¬ 
skilled,  skilled,  managerial,  and  professional  people  in  the  country,  and 
this  may  be  adversely  affected  by  any  high  taxation.  Profits  of  foreign 
business  houses  have  been  difficult  to  tax  because  such  companies  are 
subsidiaries  of  overseas  corporations,  and  until  recently  the3r  did  not 
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maintain  separate  accounts  from  their  parent-corporations.  Even  if  such 
profits  were  easy  to  tax  any  high  taxation  of  their  profits  may  damage 
incentives  to  re-invest  their  earnings  for  capital  expansion.  Under 
these  circumstances  a  country  which  is  anxious  to  encourage  development 
is  likely  to  offer  more  tax  concessions  to  all  potential  investors. 

These  are  the  forces  which  may  influence  the  tax  policy  of  most  under¬ 
developed  countries.  Such  countries  have  to  rely  to  a  great  extent  upon 
indirect  taxation  not  because  they  wish  to  distribute  the  tax  burden  dif¬ 
ferently,  but  partly  because  the  proportion  of  the  national  income  over 
the  practicable  exemption  limit  is  so  much  smaller,  and  partly  because 
the  government  wishes  to  encourage  those  with  initiative  to  help  develop 
the  country. 

There  are  various  means  by  which  the  State  can  affect  the 
level  of  the  country's  economic  growth:  (a)  the  use  of  current  govern¬ 
ment  income  for  purposes  of  investment,  (b)  the  mobilization  of  private 
savings  through  the  medium  of  the  internal  public  debt,  and  (c)  the  in¬ 
centives  to  private  savings,  through  public  expenditure,  tax  policy,  the 
exchange  system  and  other  instruments  of  government  economic  policy. 

Judging  from  government  accounts  and  its  early  public  pro¬ 
nouncements,  it  appears  clear  that,  even  though  by  1957  Ghana  has  not 
modified  its  inherited  colonial  tax  set  up,  she  followed  the  course  of 
(a)  and  (b)  above  in  the  initial  stages  of  development.  She  financed 
the  first  development  plan  and  current  expenditure  from  her  own  revenue 
resources,  borrowings,  and  grants  from  C.M.B.  reserves. 
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Tn  designing  Ghana’s  Second  Development  Plan,  the  govern¬ 
ment  succeeded  in  getting  a  United  Nation  Tax  Expert?  Mr.  Harvey  Perry, 
to  help  form  a  new  tax  policy  conducive  to  both  ] ocal  and  foreign  invest¬ 
ment.  It  is  understood  that  Mr.  Perry  recommended  tax  concessions  which 
the  government  intends  to  implement  during  1960/61  and  successive  fiscal 
years. 

Until  these  tax  concessions  are  effective  the  government 
intends  to  continue  financing  the  Plan  as  long  as  world  market  conditions 
vield  cocoa  revenues  of  recent  levels.  To  date  the  government  has  allo¬ 
cated  £146  mil], ion  from  the  country's  foreign  exchange  reserves  to  meet 
more  than  half  the  cost  of  the  Second  Plan.  It  means  that  the  government 
will  henceforth  have  to  improve  and  expand  its  tax  base  vigorously  so  as 
to  meet  present  and  future  commitments.  At  present  the  main  elements  in 
the  tax  structure  are  the  cocoa  export  duty:  import  duties  and  company 
and  mineral  profit  tax.  Since  the  direct  role  of  fiscal  policy  is  one 
of  the  conditions  of  channelling  of  available  resources  towards  economic 
development  and  for  future  economic  stability  and  growth,  we  shall,  there¬ 
fore,  examine  in  this  respect  the  principal  taxes  in  order  of  importance 
for  possible  effects  on  industrial  development. 

The  cocoa  export  duty  contributes  yearly  almost  half  of 
total  ordinarv  revenue.  The  reliance  on  cocoa  duty  has  been  more  pro¬ 
nounced  in  relation  to  other  existing  sources  of  revenue.  Generally,  the 
rate  of  cocoa  duty  depends  upon  the  world,  price  per  ton  during  each  fiscal 

^The  report  of  Mr.  Perry  was  marked  "Restricted 11 ,  and  the  Government  of 
Ghana  has  not  published  it. 
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year.  For  example, 

'(a)  where  the  value  for  duty  does  not  exceed  £120  per 
tone,  one-tenth  of  such  value  for  duty  or  £10  per 
ton  whichever  is  the  less; 

■where  the  value  for  duty  exceeds  £120  per  ton  but 
does  not  exceed  £260  per  ton,  an  amount,  per  ton 
equal  to  one  half  of  the  difference  between  the 
value  for  duty  per  ton  and  £100; 

'(c)  where  the  value  for  duty  exceeds  £260  per  ton,  an 
amount  per  ton  equal  to  the  difference  between  the 
value  for  duty  per  ton  and  £190. 

"For  the  purpose  of  this  item,  the  value  for  duty  shall 
be  the  price  which  the  Comptroller  is  satisfied  is  the 
price,  free  on  board,  at  which  the  C.M.B.  has  contracted 
to  sell  the  cocoa  to  a  purchaser  outside  Ghana  or  where 
C.M.B.  has  not  so  contracted  to  sell  the  cocoa,  the  best 
price,  f.o.b.,  which  in  the  opinion  of  the  Comptroller 
could  have  been  obtained  for  such  cocoa  on  a  sale  to  a 
purchaser  outside  Ghana  within  two  months  after  exporta¬ 
tion  or  attempted  exportation."-^ 

Consequently,  the  cocoa  revenue  depends  upon  the  yearly 
production  of  cocoa  by  the  farmers,  as  well  as  upon  volumes  and  prices 
of  sales  by  the  Cocoa  Marketing  Board.  As  the  yearly  receipts  of  the 
C.M.B.  fluctuate,  so  also  does  the  government  revenue  from  this  source.^' 

For  instance  in  1950,  the  cocoa  revenue  contributed  about  44. $  per  cent 
of  government  total  ordinary  revenue,  it  dropped  to  39.9  per  cent  in 
1953,  rose  to  64.1  per  cent  in  1954,  and  declined  again  to  39.7  per  cent 
in  195F.  It  therefore  indicates  how  important  is  cocoa  as  a  single  sus¬ 
taining  force  of  both  the  government  administration  and  the  country  at  large. 


3Ghana  -  Department  of  Customs  and  Excise  -  Custom  Duties  Ordinance,  pp.  1-20 
^See  Revenue  Cocoa  Fluctuations,  Table  7.1 
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SUMMARY  OF  GOVERNMENT  REVENUE  AMD  EXPENDITURE 


Table  7.2 


FISCAL  YEAR 

1954 

1955 

1956 

1957 

£'  (million) 

Ordinary  and  Extraordinary  Revenue 

BO. 5 

64.1 

52.4 

60.1 

Development  Budgets  Receipts 5 

4.7 

6.8 

.2 

Totals 

B5.2 

70.9 

52.6 

60.1 

Ordinary  and  Extraordinary  Expenditure 

33.3 

46.2 

42.7 

47.1 

Development  Expenditure 

15.0 

25.3 

17.5 

16.6 

Totals 

48.3 

71.5 

60.2 

63.8 

Financing  - 

Increase  or  Decrease 
in  Overseas  Balances 

36.9 

-4.1 

-5.5 

-3.2 

Increase  or  Decrease 
in  Other  Balances 

3.5 

-2.1 

-0.5 

Source:  Economic  Survey  195 8,  p.  72 


Until  1955/56  fiscal  year,  total  public  revenue  exceeded 
total  expenditure,  both  ordinary  and  extraordinary,  and  development  ex¬ 
penditure.  These  surpluses  which  are  accounted  for  by  high  cocoa  revenue 
enabled  the  government  to  accumulate  considerable  balances  that  were  kept 
in  reserve  for  later  development  expenditures.  This,  however,  is  no  longer 

5 

Development  Budget  Receipts  are  only  surplus  funds  of  previous  year's 
development  expenditure  carried  forward. 
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the  case.  In  1955/56,  as  well  as  in  1956/57  and  in  1957/56,  the  govern¬ 
ment  had  to  draw  upon  these  balances  because  of  successive  deficit  bud¬ 
gets.  One  of  the  main  causes  of  this  change  has  been  the  continuous  rise 
in  ordinary  expenditures  due  to  the  expansion  of  government  services. 

The  drawings  in  1957/56  were  considerably  less  than  the  previous  year  due 
largely  to  the  rise  in  cocoa  price  on  the  world  market. 

Economic  development  could  take  place  without  the  cocoa 
fluids  if  necessary  savings  were  forthcoming  from  other  groups — either  from 
local  business  savings  or  from  foreign  investments.  But  this  has  not 
been  the  case  in  Ghana.  If  it  is  desired  to  accelerate  capital  forma¬ 
tion,  there  is  in  practice  no  other  way  of  doing  this  than  to  levy  sub¬ 
stantially  upon  the  cocoa  industry,  because  agriculture  constitutes  about 
60  per  cent  of  the  national  income,  and  also  because  levying  upon  other 
sectors  is  handicapped  by  the  fact  that  it  is  desirable  to  have  these 
other  sectors  expand  as  part  of  the  process  of  economic  and  industrial 
growth. 


It  is  unequitable  to  make  the  cocoa  farmers  who  constitute 
15  per  cent  of  the  labour  force  to  bear  the  brunt  of  both  current  and  de¬ 
velopment  expenditure.  But,  as  we  discussed  in  a  preceding  chapter^  it 
is  the  only  way  out  if  Ghana  is  to  finance  development  from  its  own  resources 

"The  Government 1 s  annually  recurrent  expenditure  continues 
to  increase,"  stated  the  Minister  of  Finance  during  his 
1956/59  budget  speech.  "Indeed  the  rate  at  which  it  is 
increasing  is  a  matter  which  causes  me  great  concern,  be¬ 
cause  it  becomes  increasingly  difficult  to  see  where  we 
are  going  to  find  the  money  (if  the  world  price  for  cocoa 
falls)  to  pay  for  this  expenditure  until  we  succeed  in 
expanding  the  economy  along  the  lines  which  I  have  been 
indicating. "7 


6 

See  Chapter  III 

7 

Ghana  -  Ministe-r  of  Finance  -  Budget  Soeech  195^/59.  P*  1° 
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The  Farmers  Union  has  accepted  the  economic  development 
policy,  thus  any  adverse  effects  on  the  farmers'  incentive  are  averted. 

The  next  major  source  of  government  revenue  is  tariff  (cus¬ 
tom  duties).  Between  1950  and  1959^  it  contributed  about  30  per  cent  of 
the  ordinary  revenue  (see  Table  7.1) •  The  present  tariff  can  be  described 
as  mainly  a  form  of  indirect  tax  on  consumer  spending.  The  principal  reve¬ 
nues  come  from  (a)  tobacco,  spirits  and  beer,  (b)  piece  goods  and  apparel 
of  cotton  and  silk,  and  (c)  motor  spirits.  In  addition  to  these  a  broad 
group  of  imports  is  subject  to  duty. 

In  search  of  more  revenue  to  meet  the  cost  of  expanding 
government  activities,  and  since  the  tariff  is  the  main  form  of  indirect 
tax  on  consumer  spending,  it  is  understood  that  Mr.  Perry  has  advised  the 
government  to  review  the  schedules  to  determine  whether  more  revenue  can 
be  obtained  from  major  imports  of  consumer  luxury  ,  semi-luxury  and  semi- 
durable  goods.  Following  this  ad-'rLce,  the  Minister  of  Finance  in  his 
1959/60  Budget  Speech  proposed  changes  in  the  over-all  import  duty  schedule, 

"I  am  therefore  proposing  at  a  later  stage  of  this  session 
to  introduce  a  bill  to  amend  Section  21  of  the  Customs 

Ordinance  to  bring  new  changes . I  am  advised  that  a 

reasonable  estimate  of  increased  revenue  wotild  be  col¬ 
lected . I  have  already  said  that  the  private  motorist 

who  travels  largely  for . pleasure  should  make  an  in¬ 

creased  contribution  to  the  revenue. ...  .duty  on  cars  is  to  bo 

raised  from  £50  to  £150,  wireless  sets . new  rate  will 

be  £35  on  a  set  or  45  per  cent  ad  valorem,  and  other  im¬ 
ports  25  per  cent  ad  valorem."^ 

In  levying  indirect  taxes,  the  principle  is  to  put  high  rates  upon  luxury 
goods  and  other  articles  for  which  the  demand  is  increasing  rapidly  whether 

Ibid.  p.  6 
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they  are  strictly  luxury  articles  or  not.  Articles  such  as  household  ap¬ 
pliances,  radio,  bicycles,  motor  transport,  beer,  cigarettes,  gramophones, 
etc.  The  main  interest  in  the  tariff  imposition  is  in  its  possible  effects 
on  consumer  spending  and  thereby  inversely  affecting  economic  development. 
As  yet,  the  new  higher  tax  on  consumer  goods  has  not  affected  consumer 
spending — the  spending  spree  continues.  Indirect  taxes  do  not  have  the 
same  effect  on  incentives  because  people  are  not  so  conscious  of  them. 

Company  tax  is  a  third  major  source  of  government  revenue. 

It  contributes  less  than  10  per  cent  of  ordinary  revenue.  As  Ghana  needs 
foreign  capital,  it  would  be  to  its  advantage  to  change  the  old  colonial 
company  tax  structure  with  a  hope  of  attracting  more  private  foreign  in¬ 
vestment. 

"I  believe . at  least  part  of  the  solution  to  this 

problem  lies  in  creating  conditions  (possibly  tax 
concessions)  which  attract  the  capital  in  the  first 
place  and  which  also  encourage  the  investor  to  re¬ 
invest  a  large  part  of  his  profits  within  the  coun¬ 
try,  . thus  with  advice  of  an  international  tax 

expert  (Mr.  Perry)  government  is  considering  changes 
in  the  company  tax  structure."^ 

At  present  rate,  which  is  about  to  be  changed,  is  45  per 
cent.  In  1945  and  1946  it  was  25  per  cent  and  it  was  pushed  up  to  37.5 
per  cent  between  1947  and.  1953.  The  philosophy  behind  this  high  rate  was 
that  it  is  politically  easy  to  tax  the  profits  of  companies  which  are 
largely  held  by 'foreigners,  and  secondly  these  foreign-owned  companies 
have  in  the  past  been  reluctant  to  re-invest  their  earnings  within  the 
country.  The  problem  posed  by  a  high  marginal  rate  is  its  possible  effects 

o 

Ghana  -  Ministry  of  Finance  -  Ibid.  p.  7 
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on  incentives  on  these  companies,  if  in  the  long  run  they  change  their 
mind  to  help  Ghana  develop  the  country.  For  a  young  country  endeavour¬ 
ing  to  attract  foreign  investment,  a  rate  of  45  per  cent  is  high  and  may 
very  well  deter  this  much  needed  investment. 

Most  of  the  large  companies  carrying  on  business  in  Ghana 
originated  in  the  United  Kingdom  and  they  transferred  as  much  of  the  pro¬ 
fits  as  possible  to  their  parent  companies  each  year  until  1945  when  In¬ 
come  Tax  (Personal  and  Company  Income  Tax)  was  officially  introduced  in 
Ghana.  Even  though  the  new  tax  rate  of  1945  which  was  then  25  per  cent 
reduced  their  profit  remittances,  they  continued  to  transfer  almost  all 
their  profits  (after  tax)  to  Great  Britain  or  France.  Many  of  these  com¬ 
panies  have  recently  changed  the  status  of  their  business  operations  to 
independent  corporations.  Under  this  new  development,  the  main  brunt  of 
Ghana's  corporation  falls  on  such  local  companies  (unless  shifted  forward) 
rather  than  on  parent  companies  in  the  United  Kingdom.  The  result  is  that 
profits  available  for  possible  re- investment  in  Ghana  are  reduced  by  the 
company  tax.  The  fact  that  most  of  the  parent  companies  have  new  set  up 
independent  companies  in  Ghana  may  suggest  a  willingness  to  expand  their 
operations,  if  the  present  income  tax  rate  is  not  high. 

Given  an  equal  opportunity  to  make  further  investment  in 
all  African  countries,  and  with  high  marginal  efficiency  of  capital,  com¬ 
panies  are  likely  to  favour  those  countries  having  the  lower  tax  rates. 

For  example,  as  compared  with  other  African  countries  (Table  7*3),  in 
French  West  Africa  the  taxes  are  22.5,  and  25  in  Belgian,  and  22.5  per 
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cent  in  Egypt.  Only  Ghana  and  other  British  West  African  countries  still 
maintain  the  old  tax  rates  which  comparatively  stand  out  as  a  high  rate 
area. 

Table  7.3  COMPARATIVE  COMPANY  TAX  -  IN  VARIOUS  COUNTRIES  (1956) 

Tax  Rate  -  Per  cent 


Ghana  45 

Nigeria  45 

Gambia  45 

Sierra  Leone  45 

Other  African  Countries 

Egypt  22.5 

Liberia  5-25 

Belgian  Congo  25 

French  West  Africa  22.5 


Source:  Colonial  Tax  Returns 

Egypt  and  Liberia  Income  Tax  Laws,  1953 

A  recent  development  in  the  United  Kingdom  has  encouraged 
British  companies  to  expand  their  overseas  subsidiaries,  but  the  present 
rate  of  Ghana's  company  tax  may  deter  any  such  expansion.  Under  this 
measure,  a  British  Company  is  authorized  to  establish  an  Overseas  Trade 
Corporation  to  carry  on  its  business  activities  outside  the  United  King¬ 
dom.  The  profits  from  activities  are  free  of  the  United  Kingdom  Income 
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Tax  until  they  are  returned  to  the  United  Kingdom,  no  tax  is  paid  until 
such  profits  are  declared  as  dividends  by  the  Overseas  Trade  Corporation. 

It  appears  therefore  that  there  is  now  more  incentive  to 
earn  profits  in  the  lowest  area  of  company  tax  and  re-invest  them  in  that 
same  area. 

Unless  Ghana  lowers  its  company  income  tax  rate,  probably 
she  stands  to  lose.  Foreign  business  men  are  "allergic1’  to  high  tax  rate 
in  underdeveloped  countries.  In  more  industrialized  countries,  such  as 
the  United  States  of  America,  the  corporate  form  of  enterprise  is  consid¬ 
ered  as  an  ideal  vehicle  for  accumulation  of  earnings  to  plough  back  for 
further  expansion.  But  Ghana's  present  rate  of  45  per  cent  and  its  rela¬ 
tively  small  market  does  not  encourage  such  accumulation. 

Perhaps  the  recent  withholding  tax  of  six  pence  (6d.)  in 
the  pound  (imposed  on  dividends  and  interests  paid  to  non-residents)^  is 
a  complementary  step  to  a  possible  reduction  in  company  tax  to  give  in¬ 
centive  for  company’s  earnings  for  further  investment.  Care  may  be  taken 
to  avoid  any  tax  distortions  or  evasions;  i.  e.  any  dividends  meant  for 
non-resident  are  taxed.  A  levy  of  this  form  is,  in  effect,  in  Canada. 

This  tax  which  must  be  withheld  by  the  payer  is  levied  on  the  gross  amount 
of  the  payment  and  is  generally  at  the  rate  of  15  per  cent.^- 

^~Ghana,  Minister  of  Finance  -  Budget  Speech  1959/60 
•^Part  III  of  Canada  Income  Tax  Act 
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Other  than  its  possible  adverse  economic  effects  on  foreign 
investments  in  Ghana,  the  same  taxation  cuts  through  local  capital  also. 

It  militates  against  any  possible  indigenous  formation  of  companies.  As  long 
as  small  companies  are  exnected  to  devote  45  per  cent  of  their  profits  to 
taxes,  there  will  be  no  incentive  to  company  formation,  and  it  is  likely 
to  deter  any  expansion  of  the  existing  small  companies.  Some  form  of  re¬ 
lief  for  both  large  and  small  companies  would  in  the  long  run  benefit 
Ghana  economically.  Probably,  the  same  necessity  prompted  Colombian  Govern¬ 
ment  to  adopt  different  measures  to  provide  incentives  to  investments  and 
promote  compulsory  re- investment  of  private  resources  for  specific  purposes 
of  economic  development.  Measures  such  as  (a)  tax  exemptions  to  attract 
resources  towards  specific  branches  of  the  economy,  (b)  general  tax  incen¬ 
tives  to  the  installations  of  new  industries  and  (c)  exemptions  to  encour¬ 
age  investment  in  underdeveloped  geographic  areas.”'9 

The  company  tax  is  the  third  most  Important  source  of  govern¬ 
ment  revenue  (Table  7.1);  in  recent  years  ,  1956-1958,  it  has  accounted  for 
about  £5  million.  But  the  tax  yields  from  this  source  have  been  lower  than 
expected;  this  is  due  to  poor  tax  administration  and  collaboration  of  cer¬ 
tain  tax  officials  with  business  houses  which  enable  them  to  evade  full  pro¬ 
fit  taxes.  As  such  any  reductions  in  this  field  would  at  first  reduce  fur¬ 
ther  government  revenue  to  meet  its  development  commitments  in  Ghana.  All 
the  same,  in  discussions  with  Mr.  Perry,  he  suggests  a  reduced  progressive 
tax  of  about  25  per  cent  on  the  first  taxable  profit  of  £15,000,  i.  e.  from 


Nations:  The  Economic  Development  of  Colombia,  p.  112 
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the  present  rate  of  nine  shillings  (9s.)  to  six  shillings  and  nine  pence 
(6s. 9d.)  in  the  pound.  This  reduction  would  likelv  make  a  favourable  Im¬ 
pression  on  potential  investors.  A  lower  rate  on  the  first  £15,000  is  an 
incentive  to  the  establishment  and  development  of  small  companies.  Here 
again,  administrative  techniaue  is  necessarv  to  prevent  any  company  split¬ 
ting  its  operations  into  small  subsidiaries  so  as  to  take  advantage  of 
this  tax  concession. 

As  these  new  tax  proposals  are  calculated  to  promote  pri¬ 
vate  capital^ tax  incentives  to  pioneer  companies  may  not  be  overlooked. 
Such  tax  concessions,  coupled  with  profitable  market  and  good  government, 
could  help  build  local  and  foreign  private  enterprise  as  time  goes  on. 

Most  investors  and  businessmen  are  persuaded  to  invest  or  open  businesses 
abroad  only  when  the  prospective  rate  of  return  is  at  least  appreciably 
higher  than  can  be  earned  at  home.  The  purpose  of  such  concession  is 
generally  given  to  encourage  new  industries  that  will  contribute  to  the 
economic  development  of  the  country.  The  stated  purpose  under  the 
Ghanaian  law  (Fourth  Schedule  of  the  Income  Tax  Ordinance)  "is  to  foster 
any  industry  which  is  not  being  carried  on  in  Ghana  on  a  scale  adeouate 
to  the  economic  needs  of  Ghana. 

According  to  Mr.  Perry,  this  clause  is  rather  imprecise 
since  it  assumes  "(a)  that  some  person  or  political  organization  knows 
the  economic  needs  of  the  people,  and  (b)  that  some  person  or  organiza¬ 
tion  knows  the  extent  to  which  these  needs  are  being  filled,  which  is 
open  to  question." 

13  See  also : 

United  Nations:  The  Economic  Development  of  Columbia,  Ibid.  p.  112 
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Further,  the  law  imposes  some  restrictions,  such  as  the  re¬ 
quirement  that  the  company  be  incorporated  in  Ghana  and  that  it  makes  a 
tangible  product  (this  in  essence  excludes  service  industries).^  By  and 
large,  this  requirement  rules  out  all  companies  incorporated  outside  Ghana, 
even  an  industry  incorporated  under  Overseas  Trade  Corporation,  which  might 
like  to  carry  on  a  pioneer  industry  in  Ghana.  Furthermore,  the  interpreta¬ 
tion  of  this  clause  may  declare  the  existing  firm  ineligible  for  tax  con¬ 
cessions  because  it  had  already  been  established.  How  any  firm,  new  or 
not,  could  be  regarded  as  eligible  once  a  pioneer  had  been  established  is 
difficult  to  see  in  the  light  of  this  wording.  What  would  happen  if  a 
firm,  already  qualified  for  pioneer  relief,  wishes  to  extend  its  facilities 
at  the  end  of  its  five  year  exempt  period? 

Again,  no  direction  is  given  in  the  Statute  as  to  the  magni¬ 
tude  of  the  enterprise  that  would  be  eligible  for  pioneer  relief.  There  is 
an  implication  that  the  "amount  of  capital  invested"  may  be  taken  into  ac¬ 
count  in  establishing  the  length  of  the  tax- holiday,  but  even  this  seems  to 
assume  that  in  all  cases  there  would  be  some  tax  holiday.  Some  statutory 
rule  may  be  a  useful  guidance  for  administrative  purposes,  although  a  satis¬ 
factory  criterion  of  general  application  may  be  hard  to  f5_nd. 

The  tax-holiday  period  is  to  commence  on  the  "date  when  its 
trade  or  business  commences  or  the  production  day  whichever  is  earlier". 

Why,  if  the  tax  relief  is  being  given,  should  it  not  simply  be  related  to 
the  periods  of  years  during  which  the  company  would  otherwise  ordinarily 

^Pioneer  companies,  re,  companies . declared  ’pioneer*  by  the  Governor 

in  Council,  and  which  has  been  given  "certificate"  by  the  Minister  of  Finance. 
The  maximum  tax;  relief  is  five  years,  and  further  relief  may  be  authorized  by 
the  Governor  in  Council.  See  Income  Tax  Ordinance  4th  Schedule.  1942 
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be  taxable? 

Here  again,  in  the  field  of  taxation,  established  mining 
companies  are  treated  in  the  same  way  as  other  companies.  When  the  mineral 
duty  was  first  introduced  in  1952,  the  general  rate  of  company  was  raised 
from  seven  shillings  six  pence  (7s. 6d.)  to  nine  shillings  (9s.)  in  the 
pound.  (Hitherto  all  minerals  produced  in  Ghana  were  subject  to  export 
duty.)  The  export  duty  on  gold  varied  with  the  official  price  of  gold; 
diamonds  were  dutiful  at  6  per  cent  ad  valorem;  and  manganese  was  taxed 
at  a  flat  rate  of  45  per  cent  per  ton. 

Table  7.4  INITIAL  ALLOWANCES  IN  OTHER  COUNTRIES  IN  AFRICA  ^  (1958) 


Country 

Buildings 
Per  cent 

Plant  and 
Machinery 
per  cent 

Mining 
Expenditure 
per  cent 

Ghana 

10 

40 

20 

Nigeria 

•  25 

40 

25 

Gambia 

10 

40 

— 

Kenya 

10 

20 

20 

South  Africa 

The  whole 

production  expenses 

of  a  new 

gold  mine  may  be  deducted  in  the  first 
five  years  and  subsequently  as  incurred. 

The  existing  practice  in  Ghana  offers  insufficient  incen¬ 
tive  for  incurring  new  expenditures  on  mineral  development;  the  prospect¬ 
ing  and  development  expenditures  of  a  mine  are  treated  as  capital  outlays 
and  are  eligible  for  a  20  per  cent  initial  allowance  and  for  an  annual 
allowance  which  spreads  the  remaining  undeducted  capital  expenditures  over 
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the  expected  life  of  the  mineral  deposit.  However,  in  no  year  is  the  de¬ 
duction  to  be  less  than  15  per  cent.  (This  is  colonial  tax  legacy.)  As 
an  incentive  to  prospective  speculators,  Ghana’s  rate  is  less  generous  in 
comparison  with  rates  given  in  certain  other  countries,  (see  Table  7.6). 

Por  instance,  a  company  already  engaged  in  the  mining  or  petroleum  busi¬ 
ness  in  Canada  may  deduct  any  expenditure  made  on  exploration  for  new  miner¬ 
al  resources  up  to  the  full  amount  of  its  income  from  its  activities. 

Against  its  current  profit,  such  a  company  may  offset  the  whole  of  its 
exploration  expenses  and  carry  forward  to  subsequent  years  any  undeducted 
balance.  This  has  the  effect  that  money  so  spent  is  quickly  recovered 
from  taxable  income  and  is  soon  put  back  to  work  in  further  exploration. 

This  allowance  is  given  for  new  mines,  in  addition  to  a  three  year  exempt 
period  and  a  percentage  depletion  deduction.  The  emphasis  on  the  immedi¬ 
ate  deductibility  of  prospecting  expenses  is  its  most  unique  feature  since 
other  pre-production  and  capital  expenditures  are  amortized  at  an  annual 
rate. 

In  Rhodesia,  new  mines  may  write  off  their  capital  expendi¬ 
tures  over  the  first  five  or  six  years,  and  depletion  allowances  based  on 
gross  proceeds  of  sale  of  the  mineral  are  granted  as  well.  In  the  same 
vein,  in  the  Union  of  South  Africa,  capital  expenditures  of  new  gold  mines 
may  be  written  off  against  the  income  of  the  first  year  of  the  mine,  and 
any  undeducted  amount  may  be  carried  over  to  subsequent  years  and  written 
off  to  the  full  amount  of  income  of  those  years. 

In  this  respect,  Mr.  Perry  thought  that. 
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"in  order  to  give  greater  incentive  to  private  prospectors 
for  further  extensive  mineral  development,  it  would  be  a 
good  policy  to  raise  the  present  initial  allowance  of  20 
per  cent.  If  the  utmost  incentive  were  given,  the  allow¬ 
ance  could  be  set  at  100  per  cent  for  a  limited  period  as 
a  means  of  stimulating  new  exploration  and  development." 

Among  the  most  ri sky  of  development  expenditures  are  those  made  by  an  en¬ 
terprise  in  seeking  new  mineral  resources,  due  to  the  expensive  nature  of 
the  equipment  used,  such  outlays  are  today  very  heavy.  They  very  often 
produce  nothing  and,  therefore,  involve  a  great  risk. 

At  the  time  of  writing,  the  Minister  of  Finance  is  under¬ 
stood  of  considering  some  tax  changes,  perhaps  in  the  realms  of  Mr. 
Perry's  unpublished  recommendations.  The  Finance  Minister  has  shovm 
signs  of  reconditioning  Ghana's  tax  system  to  present  economic  needs. 

Thus  during  his  Budget  Speech  in  July  1959,  Mr.  K.  A.  Gbedemah,  the 
Minister  of  Finance,  stated, 

"For  incentive  purposes  the  government  proposes  to  re¬ 
introduce  into  this  House  the  mineral  profit  bill  to 
assist  mining  companies  to  explore  and  develop  our 
mineral  resources." 

Tax  concessions  are  part  of  the  price  a  country  is  likely 
to  pay  for  industrialization.  An  underdeveloped  country  often  encounters 
the  problem  of  either  raising  taxes  for  greater  revenue  to  meet  increasing 
government  economic  development  expenditure  or  lowering  taxes  to  a  minimum 
so  as  to  attract  investment  and  thus  foster  local  private  formation.  This 
is  indeed  Hobson's  choice li 

Personal  income  tax.  We  have  already  pointed  out  seme  of 


the  prevalent  difficulties  of  levying  such  a  tax  in  Ghana.  At  present 
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personal  income  tax  is  less  important  to  the  treasury.  It  produces  only 
between  £0.6  and  £0.7  on  the  average  (1950-1958).  Out  of  a  population  of 
about  5  million,  only  about  14,000  persons  pay  personal  income  tax.  It 
is  often  asserted  that  the  low  per  capita  income  of  the  Ghanaian  popula¬ 
tion  is  the  principal  reason.  Nonetheless,  there  are  other  factors  both 
historical  and  social. 15  From  time  immemorial,  Ghanaians,  especially  their 
forebears,  have  opposed  any  form  of  direct  taxation.  Consequently,  the 
feudal  lords  and  other  wealthy  persons  in  Ghana  who  are  eligible  for  taxa¬ 
tion,  tend  to  invest  most  of  their  disposable  income  in  jewelry  and  gold. 
Some  go  to  the  extent  of  hoarding  their  liauid.  assets  under  palm  trees. 

Under  this  condition,  it  is  difficult  to  assess  most  of  the  Ghanaians1  total 
income  in  order  to  administer  the  tax. 

Furthermore,  the  current  generous  exemptions  per  se,  reduce 
the  tax  yields.  The  weight  of  an  inccme  tax  levy  is  the  composite  result 
of  the  amount  of  allowance  that  may  be  deducted  in  calculating  chargeable 
income  and  the  rates  of  tax  that  apply  to  the  chargeable  income.  In  the 
case  of  allowances,  as  compared  with  other  countries  in  Africa,  the  general 
observation  is  that  Ghana’s  allowances  are  quite  generous. 

The  peculiar  aspects  of  the  Ghanaian  income  tax  rate  struc¬ 
ture  are  the  very  low  rates  that  apply  in  the  lowest  inccme  brackets.  Any¬ 
one  with  an  income  less  that  £600  pays  no  income  tax.  In  Canada,  the  start¬ 
ing  rate  is  13  per  cent,  20  per  cent  in  the  United  States,^  and  23.75  per 
cent  in  the  United  Kingdom.  Under  the  Ghanaian  structure,  the  first  dispos- 

15 

' See  Chapter  II 

16 

Canadian  Tax  Foundation :  The  National  Finances,  1959/60,  p.  17 
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able  income  of  £400  is  subject  to  a  rate  of  only  2.5  per  cent.  At  the  top 
end  of  the  schedule  the  maximum  rate  of  57.5  per  cent  also  compares  favour¬ 
ably  with  top  rates  of  70,  SO  and  90  per  cent  in  many  countries. 


Table  7.5  PERSONAL  INCOME  RELIEFS  :  (effective  date, 1st 

April,  19*+*+) . 


Ghana 

£ 

Nigeria 

c 

fKJ 

Gambia 

£ 

Kenya 

£> 

eu 

Single 

350 

- 

200 

200 

Married 

500 

200 

350 

350 

Child 

50 

40 

50 

120  -  first 

60  -  ethers 

Child  Education 

200 

210 

250 

- 

Relative 

100 

100 

100 

60 

Insurance  - 

$  of  Capital 

10$ 

10$ 

10$ 

7$ 

$  of  Total  Income 

20$ 

20$ 

20$ 

16 .66$ 

limit 

£1,000 

£1,000 

£1,000 

25$  of  first  £200 
12$  of  the  balance 

Ghana’s  rates  now  in  effect  are  as  follows: 


First 

£  400 

disposable 

income 

2.5$ 

Next 

400 

it 

n 

5.0$ 

Next 

400 

m 

ti 

10.0$ 

Next 

SOO 

it 

it 

15.0$ 

Next 

1,000 

it 

ti 

20.0$ 

Next 

1,000 

IT 

ii 

25.0$ 

Next 

1,000 

II 

ti 

37.5$ 

Next 

5,000 

It 

it 

45.0$ 

Excess  over 

10,000 

II 

it 

57.5$ 

Source:  Income  Tax  Ordinance  No.  27,  Department  o^  Income  Tax 

19*6. 
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While  there  are  sour-  adverse  economic  effects  that  a- 
rise  from  a  high  level  of  personal  income  tax.,  it  is  safe  to  say  that 
the  Ghanaian  tax  is  not  a  determent  to  the  economic  development  at  its 
present  level,  because  those  with  higher  income  neither  invest  part  of 
their  income  in  any  enterprise  nor  save  it  in  banks.  They  choose  to 
spend  their  money  on  durable  and  non-durable  consumer  goods.  Under  these 
circumstances,  in  the  interest  of  achieving  a  better  balance  in  the  gen¬ 
eral  tax  structure,  the  rates  of  personal  income  tax  could  be  moderately 
increased  and  the  level Lof  allowances  gradual] y  reduced.  Such  an  in¬ 
crease  in  tax  rates  and  reduction  in  tax- exempt ions  would  also  check  the 
practice  of  polygamy  and  unnecessary  child-birth  which  often  places  a 
burden  on  the  immediate  clan  and  the  community  at  large.  On  the  other 
hand,  if  the  state  could  be  bold  enough  to  stand  against  social  pressure, 
a  marriage  tax  should  be  imposed  upon  any  polygamist  and/or  upon  any  man 
or  unmarried  woman  with  more  than  three  children,  who  are  not  in  a  posi¬ 
tion  financially  to  properly  maintain  the  children.  Perhaps  this  tax  is 
regressive  or  administratively  unfeasible;  however,  if  it  is  workable, 
it  would  uproot  polygamy  in  Ghana  as  well  as  make  the  married  or  unmarried 
parents  responsible  for  the  complete  welfare  of  their  children.  This  is 
no  revenue  policy,  bat  fiscal  measures  have  more  than  one  phase. 

Even  under  present  methods  of  collection,  there  is  no  rea¬ 
son  why  the  yearly  yield  from  the  personal  income  tax  should  not  be  more 
than  £1.5  million  as  against  present  average  yearly  collections  of  approxi¬ 
mately  £0.7  million.  With  a  further  step  of  reduced  allowances,  marriage 
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tax  and  improved  collection  methods,  such  as  "pay  as  you  earn"y7  it  should 
be  possible  to  increase  revenue  considerably  beyond  the  £1.5  mil]  ion  level. 
The  development  of  a  full  potential  of  personal  income  tax  in  Ghana  will 
greatl-'’-  depend  on  having  adequately  trained  personnel  in  the  Income  Tax 
Department • 

Another  observation  concerning  direct  taxation  is  the  prob¬ 
lem  of  double  taxation  which  may  be  suffered  by  foreign  investors  in  Ghana. 
Attitudes  of  foreign  investors  are  influenced  by  the  presence  or  absence  of 
a  treaty  for  the  avoidance  of  double  taxation.  Ghana  has  several  such 
treaties  inherited  from  its  colonial  days,  but  it  is  important  that  Ghana 
now,  as  an  independent  state,  enter  directly  into  treaties  with  other 
countries,  especially  with  the  United  Kingdom  and  the  United  States.  The 
effect  on  foreign  businessmen  will  be  to  reassure  them  that  Ghana,  as  an 
independent  nation,  has,  of  its  own  will,  pledged  itself  to  certain  princi¬ 
ples  governing  international  taxation. 

Besides  these  main  sources  of  tax  revenue,  the  government 
gets  extraordinary  revenue  from  special  grants  from  the  Cocoa  Marketing 
Board,  and  until  195 7  some  marginal  grants  from  the  Colonial  Development 
and  Welfare  Fund  (see  Table  7.1) «  These  special  grants  are  often  made  for 
specific  projects  of  the  government.  Especially  the  C.M.B.  grants  are  made 
from  General  C.M.B.  Reserves-*^  to  meet  the  complete  cost  of  a  project  for 
which  the  grant  was  intended.  The  Colonial  Welfare  grant  during  its  opera¬ 
tion  was  usually  made  to  meet  part  of  the  cost  of  a  specific  project, 

17 

This  is  the  practice  especially  in  Canada  and  the  U.S.A. 

■^See  Chapter  III 
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Future  government  revenues  will  be  determined  largely  by 
the  rise  in  National  Income.  It  is  likely  that  the  "acceptable  maximum" 
programme  may  raise  the  annual  rate  of  National  Income  by  3  per  cent  in 
the  initial  years  of  development.  Ghana’s  gross  product  per  capita  has 
risen  from  £44  in  1950  to  £57  in  1958,  or  an  increase  of  29  per  cent 
(see  Appendix  VI).  'While  it  is  not  good  policy  now  to  have  a  general 
increase  in  all  the  existing  tax  burdens  to  meet  the  cost  of  the  devel¬ 
opment,  perhaps  adjustments  in  certain  aspects  of  the  tax  structure  as 
pointed  out  in  our  previous  discussions  may  conceivably  have  to  be  made 
in  order  to  maintain  the  present  proportion  of  the  total  tax  yield  to 
national  income,  also  to  attract  private  investment  to  share  the  burden 
of  economic  development. 

Most  tax  experts  may  advise  against  increasing  signifi¬ 
cantly  company  and  mining  profit  tax  which  might  make  it  impossible  to 
attract  the  volume  of  private  capital  essential  for  development.  In  the 
long  run  the  growth  of  manufacturing  industries  and  of  per  capita  income 
should  increase  the  relative  contribution  of  direct  government  revenue. 
Professor  Bauer-^  may  approve,  under  present  conditions  in  Ghana,  of  the 
export  duty  on  cocoa,  until  inflow  of  foreign  capital  is  substantial  enough 
to  relieve  the  government  of  some  of  the  burden.  If  prices  of  Ghana's  ex¬ 
ports,  especially  cocoa,  rise  again,  as  much  as  possible  should  be  accumu¬ 
lated  for  export  duty  with  minimum  disturbance  of  the  economy.  The  extent 
and  nature  of  future  cocoa  revenue  which  may  prove  adequate  and  enable  both 
the  C.M.B.  and  the  government  to  build  reserves  again  are  impossible  to 

19 


See  Chapter  III 
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forecast,  due  to  uncertainty  of  world  market  demand.  It  would  be  a  sound 
policy  for  Ghana  government  to  seek  outside  capital  for  future  plans. 

Until  now,  besides  the  special  grants  that  the  C.M.B.  often 
makes  to  the  government  for  specific  public  projects,  almost  all  the  in¬ 
ternal  borrowings  (which  are  hardly  shown  in  government  published  budget¬ 
ary  accounts)  are  made  from  the  C.M.B.  General  Reserves.  It  seems  now 
that  the  government  is  turning  to  the  Stabilization  Fund  - 

"Mr.  Speaker",  said  Mr.  Gbedemah,  the  Minister  of  Finance, 

"with  the  launching  of  the  Second  Development  Plan,  the 
tine  has  now  come  when  all  our  national:  resources  should 
be  mobilized  and  utilized  in  the  most  advantageous  way 
for  the  national  cause.  Thus  it  has  become  necessary 
among  other  things,  for  the  Government  to  take  on  loan, 
most  of  the  liquid  cash  of  the  Stabilization  Fund.  This 
is  advice  which  has  been  tendered,  by  several  international 
experts,  that  the  present  procedure  ties  down  unnecessar¬ 
ily  capital  which  can  be  used  for  development  and  that  the 
crop  can  be  financed  b^r  bank  overdrafts  both  local  and 
overseas.  The  acceptance  by  Government  of  this  sound  ad¬ 
vice  releases  no  less  than.  £20  million  or  more  of  the 
Board’s  Fund  for  immediate  borrowing  for  national  develop¬ 
ment.  I  propose  to  do  this  formally  as  soon  as  possible 
after  today.  The  raising  of  capital  locally  has  hitherto 
not  had  the  impetus  which  it  requires  and  this  is  to  be 
pursued  vigorously  in  the  future. 

This  is  the  end  of  the  road,  the  government  has  now  reached 
for  the  last  source  of  available  local  funds  to  meet  cost  of  development. 
’Whilst  the  public  expenditure  has  been  continually  rising,  at  the  moment 
the  government  tax  base  is  small  and  narrow,  and  it  would  continue  to  be 
so  for  some  time,  depending  upon  how  fast  and  effective  its  economic  de¬ 
velopment  would  be.  It  therefore  becomes  imperative  to  adopt  fiscal,  trade, 
monetary,  and  political  policies  to  attract  foreign  investment. 


^ Ghana  -  Ministry  of  Finance  -  1°59/6Q  Budget  Speech,  Op.  cit.  p.  26 
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FISCAL  POLICY 

Since  postwar  fiscal  incentives  in  general  and  particularly 
in  respect  of  secondary  industry  have  increasingly  come  to  be  regarded  the 
most  desirable  and  effective  instrument  of  government  policy  in  underdevel¬ 
oped  countries. 1 

The  Ghanaian  government  budget,  throughout  the  period  covered 
of  this  study,  has  constituted  to  some  extent  a  very  eff ective  means  of 
channelling  a  greater  proportion  of  gross  national  savings  towards  capital 
formation.  Taking  advantage  of  public  zeal  for  industrial  development,  and 
of  the  cocoa  farmers1  patriotism  and  recent  co-operation,  the  government  is 
now  mobilizing  all  available  resources  to  achieve  the  economic  objectAve. 

A  variant  on  the  use  of  direct  taxation  to  promote  develop¬ 
ment  is  the  imposition  of  high  export  duties,  normally  on  primary  commodi¬ 
ties  as  well  as  import  duties.  A  tax  on  exports  provided  it  is  adjusted 
to  world  prices  so  as  not  to  handicap  exports  may  be  used  for  channelling 
funds  into  the  industrial  sector  while  at  the  same  time  holding  in  check 
sudden  inflation.  The  author  of  this  paper  recommends  a  higher  cocoa  duty 
for  development  revenue.  Such  cocoa  export  taxes  would  also  help  to  stabi¬ 
lize  Ghana’s  economy,  as  they  impinge  directly  on  the  farmers  who,  without 
the  tax,  may  be  reaping  the  greater  advantage  from  this  bocm,  and  spend  the 
money  in  marrying  three  or  four  wives,  spending  on  consumer  goods,  or  hoard¬ 
ing  it.  Certainly  imposition  on  producers  is  as  much  as  forced  savings  as 

"''See  United  Nat-’ on s  Review  of  Econoim^  Conditions  in  the  r!iddle  East, 

1951/52,  chapter  5 
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confiscation.  However,  it  is  the  best  way  to  squeeze  water  from  a  stone 
for  development  funds  as  well  as  a  means  of  preserving  economic  stability. 

Unfortunately,  export  duty  revenue  of  this  kind  is  often 
short-lived.  Gold,  diamonds  and  other  minerals  in  Ghana  are  extractive 
commodities;  cocoa,  the  maA nstav,  is  also  a  biological  industry  subject 
to  the  vagaries  of  weather  and  climate,  and  animal  pests.  All  these  pri¬ 
maries  are  subject  to  violent  fluctuations  of  the  world  market.  We  have 
already  pointed  out  the  precarious  nature  of  cocoa  export  trade  upon  which 
the  countrv  depends  so  much  for  income  and  savings: 

"Our  major  income  has  tended  to  come  from  one  single  crop 
— cocoa,  but  it  has  been  clear  for  many  years  now  that 
such  wide  fluctuations  in  price  as  I  have  referred  to 

are  not  conducive  to  our  economic  weal . The  Ghana 

Government  and  other  producing  countries  recently  put 
forward  proposals  at  the  F.A.O.  studv  group  conference 
in  Hamburg  for  the  introduction  of  measures  to  stabilize 
the  world  price  of  cocoa  within  certain  limits,  but 
these  proposals  we^e  unfortunately  not  acceptable  to 

the  consuming  countries . It  is  Government's  aim  that 

as  long  as  these  world  conditions  continue  we  shall  do 
all  in  our  power  locallv  to  ensure  that  our  income  from 
cocoa  does  not  lessen. 

But  for  the  world  situation  and  outlook  of  cocoa  the  F.A.O. 
Study  Group  writes: 

"Consumption  of  cocoa  in  the  major  consuming  countries  de¬ 
clined  over  the  past  year . The  195&/59  downward  trend 

of  consumption  might  continue,  with  adverse  effects  on 
prices. "3 

The  problem  of  the  pattern  of  revenue  and  expenditures 
under  the  impact  of  cyclical  changes  in  cocoa  income  and  price  is  more 


2Ghana  -  Minister  of  Finance  -  The  Budget  Speech,  195^/59,  p.  2 

^United  Nations  -  F.A.O.  -  Monthly  Bulletin  of  Agricultural  Economics 

and  Statistics,  Vol.  viii,  June  1959,  p.  17 
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significant.  A  curtailment  of  investment  would  no  doubt  be  imperative  if 
revenues  fall  drastically,  but  it  would  be  undesirable  to  curtail  govern¬ 
ment  investment  simply  because  ordinary  administrative  expenditures  proved 
to  be  inflexible.  Ghana  government  may  therefore  consider  to  avoid  fur¬ 
ther  growth  of  recurrent  expenditure,  since  there  is  danger  that  such  an 
expansion  may  ultimately  be  at  the  expense  of  investment  expenditure  (the 
ratio  of  development  and  recurrent  expenditure  between  1951-1959  is  3s4)4 

In  the  light  of  present  circumstances — uncertainty  of  cocoa 
world  market,  a  dwindling  of  all  governments'  own  reserves,  and  with  limi¬ 
ted  tax  base — if  Ghana  depends  solely  on  cocoa  revenue  for  development,  it 
is  likely  that  the  development  programme  may  either  fail  to  achieve  its 
economic  objective  or  fall  short  of  its  objective.  It  is,  therefore,  not 
safe  to  count  on  such  revenue  indefinitely  for  the  finance  of  any  continu¬ 
ing  service. 

What  about  public  borrowings  both  from  internal  and  exter¬ 
nal  sources,  if  funds  are  available?  Up  to  now,  government  borrowings 
have  mostly  come  from  the  Ghana  Cocoa  Marketing  Board  (see  Appendix  - IV) . 
This  internal  debt  is  not  unduly  large,  nor  is  servicing  of  amortization 
and  interest  reoresent  a  very  heavy  burden  in  relation  to  national  income 
and  tax  revenue.1’ 

In  1953,  the  consolidated  internal  debt  balance  represented 
4.9  per  cent  of  the  'knovrn'  national  income,  the  servicing  of  the  debt 
within  the  same  period  absorbed  0.1  per  cent  of  the  national  income  ana 

^See  Table  6.4,  Chapter  VI 

"This  is  due  to  the  fact  that  C.M.B.  reserves  are  virtually  considered 
as  part  of  government  revenue. 
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just  under  one-eighty- fifth  of  tax  revenue. 

The  process  of  development  calls  for  larce  capital  sums, 
and  while  the  greater  part  of  these  must  probably  be  borrowed  abroad,  it 
is  very  much  to  the  economic  and  fiscal  interest  of  Ghana  that  as  much 
as  possible  should  be  raised  at  home.  Savings  in  Ghana  are,  at  present, 
primarily  institutional  in  form,  i.  e.  they  go  to  hoarding.  Mon-institu¬ 
tional.  savings  other  than  business  earnings  have  hitherto  apparently  been 
negligible.  The  commercial  banks  undertake  general  banking  business  but 
by  force  of  circumstances  their  operations  are  concentrated  largely  in 
providing  short  term  credit  for  trading  firms. 

It  is  likely  that  as  Ghana  Central  banking  system  develops 
the  government  ma"'r  be  able  to  place  some  of  its  long  term  securities  with 
local  chartered  banks  and  the  new  insurance  companies.  By  the  same  token, 
as  general  economic  development  proceeds,  other  private  savings  will  pre¬ 
sumably  rise  and  the  government  may  be  able  to  mobilize  part  of  this  in¬ 
crease  for  public  investment. 

But  at  the  moment,  if  government  is  to  raise  sums  of  any 
size  within  the  country  it  will  have  to  be  besides  principally  the  C.M.B. 
from  the  upper  class — tribal  chiefs  and  thei^  extended  families — who  still 
control  much  of  the  private  idle  funds.  The  government  could  be  well  ad¬ 
vised  to  reconcile  with  most  of  the  tribal  chiefs  as  well  as  others  and 
persuade  then  to  unearth  their  large  deposits  of  money  for  government  bor¬ 
rowings.  In  addition,  it  is  desirable  that  Ghanaians  generally  should  both 
acquire  habits  of  thrift  as  they  rise  from  poverty  and  also  become  accustomed 
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to  lending  to  the  government  without  the  old  suspicion  towards  colonial 
rule.  If  additional  incomes  are  saved  in  banks  rather  than  lent  directly 
to  the  government  this  is  stil]  useful  since  resources  will  be  diverted 
from  consumption  and  the  banks  are  very  likely  to  welcome  the  opportunity 
of  lending  to  the  government  locally,  rather  than  sending  their  funds  over¬ 
seas  to  one  of  the  world  monetary  centres. 

Under  these  conditions  the  government  may  use  every  means 
in  its  cower  to  collect  the  savings  of  these  and  other  potential  savers 
into  its  own  coffers  by  providing  suitable  means  of  attracting  small  sav¬ 
ings  and  attractive  means  of  •catching1  larger  ones.  Savings  certificate^ 
which  could  be  purchased  gradually  by  means  of  stamps  could  be  tried,  sav¬ 
ings  groups  could  be  encouraged  among  groups  of  workers  in  factories,  mines, 
offices,  as  well  as  on  estates  and  plantations.  Sweepstakes  and  football 
pools  would  be  alternatives  for  consideration.  It  would  be  worth  the  gov¬ 
ernment’s  effort  to  offer  fairly  attractive  terms  and  educate  the  public 
in  order  to  inculcate  the  habit  of  lending  voluntarily  to  the  government. 

To  promote  this  attitude,  many  devices  are  available;  for  instance,  the 
tying  of  a  particular  loan  to  a  particular  project  such  as  the  Ghana  hydro 
electric  project,  agricultural  development,  or  oil  exploration  in  the 
North,  with  a  public  slogan  ’’HELP  BUILD  NEW  GHANA"  or  "KEEP  GHANA  GROWING” . 
In  fact,  as  in  many  other  aspects  of  development,  the  passport  to  success 
is  a  continuing  alertness  on  the  part  of  the  public  authorities  wit  h  mini¬ 
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Perhaps  the  most  obvious  wav  for  Ghana  to  increase  its  sup¬ 
ply  of  industrial  capital  is  persistently  to  seek  loans  in  some  countries 
which  are  willing  and  prepared  to  help  her  cause.  External  debt  financing 
has  its  pros  and  cons.  The  rigidity  of  the  service  charge, for  example, 
which  in  times  of  stable  trade  and  prices  permits  fairly  accurate  foreign 
exchange  budgeting  through  planned  expansion  of  exports,  for  instance — 
and  in  times  of  rising  prices  results  in  a  decreasing  real  burden  on  the 
borrower,  increased  the  real  cost  of  the  loan  very  substantially  during 
the  oeriod  of  declining  prices  and  low  busyness  activity.  Toe  balance  of 
payments  difficulties  of  manv  borrowing  countries  may  magnify  the  risks  of 
the  lender,  while  devaluation  and  currency  inconvertibility  raised  the 
borrower’s  service’s  costs  in  terms  of  devalued  currency,  and  therefore 
complicate  the  problem  of  repayment.  Also  political  uncertainties  may 
magnify  the  lenders’  doubts  about  effective  and  proper  use  of  the  funds. 

Essential  relationship  on  which  an  evaluation  of  a  country’s 
capacity  for  public  borrowing  is  the  incidence  of  interest  and  amortization 
on  the  capacity  for  external  payments.  While  we  have  reason  to  believe 
that  the  external  borrowing  required  by  the  maximum  programme  may  be  man¬ 
aged,  one  reason  for  contemplating  a  more  limited  programme  is  the  possi¬ 
bility  that  all  the  necessary  funds  may  not  be  available. 

If  Ghana  chooses  to  go  ahead  with  the  maximum  plan,  and  if 
there  is  possibility  of  obtaining  external  loan,  then  we  suggest  that  eco¬ 
nomic  criteria  should  be  employed  in  choosing  the  form  of  the  loan. 
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Suppose  the  loan  is  floated  externally,  the  development  ex¬ 
penditure  would  be  partly  financed  out  of  foreign  savings,  thus  Ghana's 
privately  employed  domestic  capital  stock  would  be  less  affected.  Current 
incremental  additions  to  this  stock  are  not  drawn  into  the  government  se¬ 
curity  market;  therefore,  compared  to  the  internal  loan  situation  the  pri¬ 
vate  income  stream  over  future  time  periods  would  be  higher.  To  this  high¬ 
er  income  stream  there  must,  of  course,  be  attached  a  drainage  necessary  to 
service  the  external  debt. 

If  external  funds  are  spent  on  productive  enterprises,  the 
nation  would  receive  a  higher  gross  income  in  the  future  quite  apart  from 
any  consideration  of  the  productivity  of  the  public  expenditure  financed. 
Ghana  must  compare  one  debt  form,  which  allows  a  higher  income  over  future 
time  periods  but  involves  an  external  drainage  with  another  debt  form  which 
reduces  the  disposable  income  of  the  future,  but  creates  no  net  claims 
against  such  income.  The  choice  must  hinge  on  some  comparison  of  interest 
rates  at  which  the  required  capital  sums  would  be  originally  borrowed,  and 
the  rate  of  productivity  on  borrowed  capital  investment.  But  for  politi¬ 
cal  considerations,  Ghana  would  be  better  off  from  borrowing  as  well  from 
outside  if  the  future  internal  rate  of  productivity  on  capital  investment 
will  exceed  the  rate  at  which  external  funds  may  be  borrowed. 

The  present  large  size  of  public  investment  is  justified 
on  the  ground  that  private  investment  has  fallen  far  short  of  developments 
needs.  Nonetheless  a  substantial  volume  of  private  capital  will  be  re¬ 
quired  especially  in  manufacturing  and  other  tertiary  industries  before 
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meeting  the  national  economic  objective.  Since  known  domestic  savings, 
even  though  they  may  be  increasing  as  development  proceeds,  are  at  moment 
fall  short  of  meeting  these  requirements,  foreign  capital  will  have  to 
supply  a  substantial  portion  of  the  private  investment  funds.  Residents 
in  the  sterling  area  can  make  investments  in  Ghana  without  restrictions. 
Foreign  exchange  regulations  cannot  on  the  whole  be  regarded  as  a  signi¬ 
ficant  deterrent  to  dollar  investment,  since  facilities  for  transfer  of 
income  and  ultimate  repatriation  of  capital  are  granted  for  any  dollar 
investment  approved  by  foreign  exchange  control  authorities. 

Thus  Ghana  should  continue  making  its  fiscal  policy  flexible 
so  as  to  attract  outside  capital.  We  have  already  suggested  some  tax  con¬ 
cessions  as  "advertising  gimmicks"  to  existing  and  future  companies  on  the 
understanding  that  they  will  invest  and/or  expand  their  enterprises  in  the 
country.  Rate  of  tax  concessions  is  another  sacrifice  of  the  Treasury's 
revenue,  and  perhaps  at  this  juncture  it.  brings  to  mind  the  budgetary 
problems  of  Liberia.  The  price  of  its  economic  dependence  on  the  United 
States  of  America  has  recently  been  shovrn  by  its  experience  with  its  in¬ 
come  tax  legislation.  The  yield  from  income  tax  has  been  artificially  re¬ 
stricted  by  the  fact  that  a  number  of  major  companies  operating  in  the 
country  secured  tax  exemptions  for  themselves  and  their  employees  under 
the  terms  of  their  original  concessions.  Until  these  concessions  can  be 
revised  an  imroortant  section  of  the  incomes  earned  in  that  countin'  well 
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IAberia  probably  was  far  over  zealous  to  buy  its  materialism 
at  a  very  high  price.  Ghana  would  be  well  advised  to  be  on  .guard  against 
such  pitfalls.  Nevertheless,  Ghana  alone  can  hardly  expect  to  finance  all 
phases  of  its  economic  development  as  fast  as  it  would  like  before  the  co¬ 
coa  revenue  becomes  exhausted  dre  to  uncertainty  of  world  cocoa  market. 

This  is  the  real  fact  that  Ghana  has  to  face.  Unable  to  go  all  alone,  its 
fiscal  measures  must  be  liberal  towards  local  and  outside  investors  so  as 
to  increase  investments  in  both  old,  new  and  future  industries,  and  at  the 
same  time  design  those  fiscal  measures  to  discourage  speculative  invest¬ 
ments  in  unproductive  industries. 

Our  suggested  tax  changes  offer  much  more  incentives  since 
they  have  special  "catch”  particularly  in  connection  with  the  position  of 
foreign  investors.  It  is  true  that  the  rate  of  taxation  is  not  the  only 
consideration  which  weighs  with  an  investor  who  is  deciding  where  to  in¬ 
vest-  his  capital;  especially  in  Ghana  at  the  moment.  The  initial  loss  of 
revenue  would  be  offset  by  future  taxable  industrial  production  to  the  ex¬ 
tent  of  reducing  to  a  minimum  direct  government  financial  contribution  to¬ 
wards  economic  development.  Or,  if  Ghana's  government  insists  on  direct 
participation,  it  could  narrow  its  activity  to  specific  fields  such  as 
hydro  development,  or  go  into  partnership  with  a  private  company  for  oil 
exploration  in  order  to  dovetail  with  the  government's  development  pro¬ 
gramme.  Such  a  consistent  positive  and  liberal  fiscal  policy  would,  by 
and  large,  allay  any  fears  of  uncertainty  regarding  local  government  future 
policy  and  market  which  besets  any  new  firm  endeavouring  to  set  up  in  an 
underdeveloped  country  like  Ghana. 
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As  long  as  there  is  an  inflow  of  outside  investment  as  a 
result  of  such  liberal  fisoal  measures,  as  already  suggested  in  the  pre¬ 
ceding  chapter,  the  author  recommends  a  gradual  reduction  in  government 
spending. 

Along  with  attracting  foreign  investment,  special  fiscal 
devices  should  be  used  to  encourage  theZDcal  private  capital  formation  by 
threatening  to  tax  anyone  known  or  suspected  to  have  hoarded  money.  Any 
threat  of  tax  imposition  on  such  funds  may  make  the  diehard s,  especially 
the  old  conservative  tribal  chiefs,  save  their  money  in  banks,  thereby  to 
be  borrowed  for  investment  bjr  some  enterprising  young  Ghanaians.  Perhaps 
succession  and  royalty  taxes  should  be  considered  because  there  is  too 
much  money  wasted  on  ceremonial  functions  for  the  dead.  This  is  another 
revenue  source  to  be  tapped.  The  question  is  whether  it  is  politically 
possible  to  do  so  in  Ghana  within  a  democratic  framework.  It  remains  to 
be  see^  whether  the  government  will  take  advantage  of  its  mass  support  of 
the  working  class  to  push  its  fiscal  measures  that  far. 

There  are  various  determinants  of  the  economic  scale  of 
business  enterprise,  such  as  the  size  of  the  market,  the  technology  of 
the  industry  in  question,  and  capital.  The  size  of  the  market  is  the 
most  fundamental  factor  limiting  the  size  of  business  enterprise.  If  the 
size  of  the  market  is  small  in  comparison  with  others,  the  enterprise  may 
either  be  cut  short  or  continue  at  a  relatively  uneconomic  scale.  Here 
again  Ghana  is  at  a  comparative  disadvantage.  With  the  exception  of  its 
cocoa  and  other  raw  materials,  its  internal  market  for  other  goods  and 


' 


♦ 


■ 

. 

* 

* 

* 


-  150  - 


services  is  relatively  small.,  and  so  sooner  or  later  she  has  to  expand  her 
market  for  future  manufactured  goods.  She  may  forestall  this  if  the  govern¬ 
ment.  would  take  the  -\nitiative  in  exploring  and  developing  the  West  African 
market  or  if  possible  all  of  Africa's  market. 

Ghana's  fiscal  development  is  still  in  its  infancy  and, 
therefore,  must  be  manipulated  to  bring  about  either  a  common  market  or  a 
free  trade  area  in  the  whole  zone  of  West  Africa  with  a  hope  of  embracing 
all  Black  Africa  in  the  long  run.  Such  an  organization  of  an  African 
Economic  Unit  may  not  only  give  Ghana  an  effective  large  market  but  also 
help  develop  its  resources  to  the  optimum.  Tariff  barriers  among  these 
countries,  including  Ghana,  would  be  gradually  eliminated  and  Ghana's 
government  would  recoup  its  tariff  revenue  losses  from  sal.es  taxes.  Be¬ 
sides  present  fiscal  limitations,  the  economy  is  likely  to  be  threatened 
with  a  germinating  inflation,  once  the  economic  development  gets  under 
way.  The  investment  programme  will  undoubtedly  cause  a  considerable  ex¬ 
pansion  of  money  incomes  which  will  in  turn  produce  a  demand  for  more  goods 
and  services,  especially  imported  goods  which  is  likely  to  involve  the 
country  in  trade  balance  difficulties,  if  Ghana's  exports  value  does  not 
counteract  it. 

Such  an  inflationary  tendenc3r  is  inherent  in  industrializ¬ 
ation.  At  a  time  when  more  capital  goods  are  badly  needed  for  development, 
consumers  tend  to  ask  for  more  consume^  goods  to  meet  their  pent-up  demands. 
To  achieve  the  long  run  objective  of  effective  industrialization,  if  at  all, 
consumers  must  voluntarily  exercise  restraint  or  the  government  must  use  its 
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fiscal  measures  so  as  to  control  anything  above  a  mild  inflationary  pres¬ 
sure  in  early  stages  of  the  development.  Sooner  or  later,  Ghana  will  be 
faced  with  the  puzzle  of  pursuing  fiscal  measures  to  achieve  these  two 
ends — economic  growth  and  stability — with  less  social  cost.  Perhaps  its 
present  indirect  taxes  on  consumer  goods,  in  spite  of  the  fact  that  it  is 
the  only  major  revenue  source,  can  also  be  justified  as  an  anti-inflationary 
measure. 

Considering  conditions  in  Ghana,  any  high  consumer  spending 
tax  aimed  to  prevent  potential  inflation  from  getting  out  of  control  should 
be  much  greater  than  in  a  more  developed  country  simply  because  of  the  weak¬ 
ness  of  other  controlling  instruments.  Direct  controls  are  now  difficult  to 
work  and  very  often  unequitable.  The  Ghana  financial  institutions  are  not 
well  developed;  the  Bank  of  Ghana  with  its  credit  policy  could  not  reach 
all,  especially  those  who  hoard  their  money.  Most  consumers  with  hoarded 
money  would  begin  to  spend  their  idle  funds  and  thereby  undermine  any  anti- 
inflationary  measures.  Nevertheless,  to  check  such  luxury  spending  in  order 
to  forestall  any  inherent  inflation  and  also  to  release  more  idle  funds  for 
producers'  goods,  a  much  higher  consumer  expenditure  tax  is  advisable  for 
the  meantime  if  it  were  administratively  feasible. 

It  is  likely  that  if  the  high  purchase  (or  sales)  tax  is 
stretched  too  far  the  following  possibilities  may  ensue:  (a)  a  drastic 
reduction  of  internal  consumer  purchases  with  adverse  effects  on  local 
infant  as  well  as  established  industries,  (b)  Ghanaians  may  buy  more  con¬ 
sumer  goods  from  abroad  as  much  as  government  imported  capital  goods,  and 
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thereby  worsen  Ghana's  trade  balance  position,  and  also  reduce  internal 
savings  for  caoital  formation,  and  (c)  some  consumers,  bent  upon  satis¬ 
fying  their  pent-up  needs,  may  be  prone  to  smuggle  in  goods  from  neigh¬ 
bouring  French  territories,  and  thereby  evade  customs  duty  leading  to  a 
greater  loss  of  revenue  which  is  badly  needed  to  finance  Ghana's  economic 
development. 

Despite  increased  government  activity,  there  are  some  phases 
of  the  economy  which  are  still  in  the  private  sector;  mostly  concerned  with 
consumer  goods  and  services.  If  the  demand  for  their  goods  and  services 
reduces  steadily  as  a  result  of  high  tariffs  and  sales  tax  so  also  is  their 
profit.  With  less  profit  expectation,  they  will  tend  to  stop  any  contem¬ 
plated  expansion  or  capital  investment  which  will  consequently  lead  to  un¬ 
employment  of  labour  and  other  resources. 

On  the  other  hand,  Ghana's  over  eagerness  for  rapid  indus¬ 
trialization  along  with  a  policy  of  low  sales  tax  to  enable  consumers  to 
spend  more  in  the  local  market  and  thereby  develop  an  effective  market  in 
the  long  run  x^ll  be  difficult  to  pursue  at  the  moment.  Having  a  narrow 
income  tax  base  any  low  indirect  tax  rates  may  lead  to  undue  sacrifice  of 
revenue,  the  funds  needed  to  finance  capital  investment.  As  thrngs  stand, 
since  Ghanaians  cannot  have  their  cake  and  eat  it,  it  is  left  to  Ghanaians 
themselves  to  tighten  their  belts  and  co-operate  in  order  to  make  these 
indirect  tax  measures  workable  to  achieve  the  objective. 

In  effect,  as  much  as  the  steadily  increasing  indirect  taxes 
in  Ghana  may  be  viewed  with  some  uneasiness  because  of  their  possible  ill 
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effects  on  the  economic  growth,  under  present  conditions  in  Ghana,  such 
probabilities  are  far  from  happening.  Probably  this  is  partly  due  to 
patriotism  of  most  Ghanaians,  and  partly  because  of  the  zeal  and  enthusi¬ 
asm  of  most  Ghanaians  for  material  progress. 

The  need  for  improving  tax  administration  is  another  con¬ 
cern.  Inequities  of  the  tax  law  are  bad  but  the  yield  of  a  revenue  struc¬ 
ture  depends  as  much  upon  its  enforcement  as  it  does  upon  the  rules  to  be 
enforced.  Inefficient  administration  in  many  instances  causes  inequitable 
tax  burdens  as  well  as  revenue  losses.  In  Ghana  at  the  moment  improvement 
of  tax  administration  is  a  matter  of  personal  organization  and  enforcement. 
But  more  important  is  the  problem  of  personnel.  At  present,  both  the  num¬ 
ber  of  employees  and  their  technical  training  are  inadequate. 

Tc  meet  the  problem  reouires  increasing  the  number  of  employ¬ 
ees  in  the  fiscal  service  as  trained  personnel  become  available;  increasing 
salaries  so  as  to  attract  more  interested  and  capable  men;  providing  for 
both  local  and  overseas  training  of  such  personnel.  Probably  the  British 
Government  would  give  technical  assistance  in  the  field,  of  taxation  train¬ 
ing.  These  measures,  of  course,  will  increase  the  cost  of  fiscal  adminis¬ 
tration  somewhat,  but  a  multiple  of  additional  costs  will  be  recouped  in 
higher  tax  yields  as  the  economy  progresses.  Furthermore,  measures  should 
be  taken  to  induce  the  present  number  of  taxpayers,  especially  companies, 
to  maintain  their  books  in  a  form,  which  permit  proper  tax  assessment  and 
verification  of  returns.  In  this  respect,  a  model  system  of  account-keeping 
should  be  made  available  for  various  lines  of  business.  The  tax  statute 
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might  stipulate  that,  in  case  of  litigation,  failure  to  provide  the  informa¬ 
tion  required  in  these  accounts  would  place  the  burden  of  proof  on  the  tax- 
oaver.  Ghana's  government  may  not  forget  that  lack  of  Qualified  personnel 
imposes  limitations  upon  its  fiscal  measures  and  upon  what  could  be  done. 
Expansion  of  fiscal  services  must  therefore  go  hand  in  hand  with  an  exten¬ 
sive  orogramme  of  personal  training  and  the  overhaul  of  the  internal  Income 
Department,  and  with  effective  popular  support  and  hard  work. 

Onlv  thus  can  Ghana's  fiscal  development,  coupled  with  mone¬ 
tary  and  trade  policies,  and  good  judgement,  reach  its  full  potentialities 
in  promoting  the  twin  aims  of  stability  and  growth. 
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APPENDIX  I 


PARTY  COMPOSITION  OF  GOLD  COAST  LEGISLATIVE  ASSEMBLY 

JULY  1956 

(Figures  in  brackets  refer  to  previous  Assembly) 


AREA 

CPP 

NLM 

(GCP) 

NPP 

Colony 

44(41) 

0(0) 

0(0) 

Ashanti 

8(19) 

12(1) 

0(0) 

Trans-Volta 

Togoland 

8(8) 

0(0) 

0(0) 

Northern 

Territories 

11(11) 

0(0) 

15(11) 

Total 

71(79) 

12(1) 

15(11) 

CPP  -  Convention  People’s  Party 
NPP  -  Northern  Peoples  Party 
TC  -  Togoland  Congress 
GCP  -  Ghana  Congress  Party 


NLM  and  Associates 


MAP 

TC 

FYO 

IND 

TOTAL 

0(0) 

0(0) 

0(0) 

0(3) 

44 

1(0) 

0(0) 

0(0) 

0(1) 

21 

0(0) 

2(2) 

1(1) 

2(2) 

13 

0(1) 

0(0) 

0(0) 

0(0) 

26 

1(1) 

2(2) 

KD 

2(6) 

104 

NLM  -  National  Liberation  Movement 

MAP  -  Moslem  Association  Party 

FYO  -  Federation  of  Youth 
Organization 
IND  -  Independents 


Source:  Great  Britain,  Central  Office  of  Information  for  Overseas  Ser¬ 
vice.  Making  of  Ghana  1957,  (London,  Her  Majesty’s  Stationery 
Office,  1957)  p.  44. 

Except  CPP,  since  1958  all  other  splinter  parties  have  amal¬ 
gamated  into  one  group  known  as  ’’United  Party”  which  is  the 
present  Opposition  Partv  in  Ghana's  Parliament. 


APPENDIX  II 


YEARLY  DISTRIBUTION  OF  COCOA  RECEIPTS  OF  COCOA  MARKETING  BOARD 

(1948  -  1957) 


£ T  mill  j.  on 


Calendar 

Year 

The 

Board's 

Total 

Receipts 

Payments 

to 

Farmers 

Export 

duty 

on 

Cocoa 

Surplus 

for 

Year 

Cash  and 

Bank 

Deposits 

at  end  of 

Year 

Board's 

Holdings 

of  U.K. 

Govt. 

Securities 

at  end 

of  Year 

Total 

Reserves 

at  end 

of  Year 

1948 

41.8 

16.7 

0.4 

24.1 

17.9 

17.5 

36.2 

1949 

38.9 

35.7 

1.7 

-0.1 

13.3 

21.8 

36.3 

1950 

45.9 

23.5 

3.5 

18.0 

25.7 

26.2 

53.0 

1951 

71.4 

37.0 

21,4 

20.1 

36.9 

40.9 

72.3 

1952 

53.2 

34.0 

14.7 

3.5 

30.3 

40.9 

74.7 

1953 

58.9 

35.2 

16.0 

6.4 

29.8 

40.9 

78.3 

1954 

76.7 

30.4 

34.0 

11.1 

36.4 

35.9 

86.9 

1955 

78.8 

33.1 

39.4 

6.3 

figures  not  available 

1956 

50.8 

33.5 

13.7 

-1.4 

it 

it 

it 

1957 

50.2 

39.6 

12.1 

-12.2 

it 

it 

it 

1958 

63.1 

27.8 

25.9 

8.1 

it 

it 

it 

Source :  Annual  Reports  of  the  C.M.B. 

Ghana  Econondr  Survey,  1958 


(These  figures  dc  not  include 
ClIB's  operating  expenses) 


>  ' 


_ 


Source:  Handbook  of  Department  of  Commerce  and  Industry,  1957 
Ghana  Economic  Surveys  1957.  and  195 S  * 
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EXPORTS  AND  IMPORTS 


APPENDIX  IV 


BALANCE  OF  PAYMENTS  £*000 


1954 

1955 

1956 

1957 

195* 

Current  Account 

Receipts 

A.  Goods  and  services 

1.  Merchandise 

110,057 

90,964 

78,043 

83,630 

96,457 

2.  Non-monetary  gold 

9,740 

8,975 

7,428 

9,714 

10,605 

3.  Freight  &  Insurance  on  merchandise 

- 

- 

- 

- 

- 

4.  Other  transportation 

1,202 

1,298 

1,378 

1,626 

1,850 

5.  Travel 

1,048 

942 

904 

1,042 

1,010 

6.  Investment  Income 

3,926 

4,853 

4.961 

5.159 

5,250 

7.  Official  miscellaneous 

1,526 

1,588 

1,063 

921 

1,200 

8.  Private  miscellaneous 

13,859 

12,752 

17,725 

19,528 

21,130 

Total  goods  and  services 

141,558 

121,372 

111,502 

121,620 

137,502 

B.  Donations 

9.  Private 

155 

130 

100 

90 

80 

10.  Official 

944 

267 

859 

580 

450 

Total  donations 

1,099 

597 

959 

GN 

O 

53c 

Total  current  receipts 

142,457 

121,769 

112,461 

122,290 

138,032 

Payments 

A.  Goods  and  services 

1.  Merchandise 

66,257 

82,979 

82,323 

89,128 

78,075 

2.  Non-monetary  gold 

- 

- 

- 

- 

- 

3.  Freight  and  Insurance  on  merchandise 

6,465 

8,110 

8,624 

9,576 

8,745 

4.  Other  transportation 

2,049 

2,187 

2,545 

2,789 

2,950 

5.  Travel 

2,417 

2,811 

3,148 

3,183 

3,100 

6.  Investment  income 

6,577 

5,761 

5,563 

6,013 

6,550 

7.  Official  miscellaneous 

674 

926 

1,018 

1,434 

1,525 

8.  Private  miscellaneous 

16,786 

16,019 

21,373 

23,403 

. .  .23,12p, 

Total  goods  and  services 

101,005 

118,793 

124,594 

135,526 

126,070 

B.  Donations 

9.  Private 

353 

782 

938 

904 

850 

10.  Official 

560 

354 

271 

293 

322 

Total  donations 

713 

1,136 

1,209 

1,197 

1,175 

Total  current  payments 

101,718 

m,929 

125,803 

136,723 

127,245 

Balance  on  current  account 

+  40,759 

+  1,840 

-13,342 

-14,433 

+  10,787 

Capital  Account 

Receipts 

1 .  Private 

3,718 

11,976 

9,051 

4,092 

455 

2.  Official  and  banking  institutions 

- 

- 

4,291 

13,314 

1,837 

Total  capital  receipts 

3,718 

11,976 

13,342 

17,406 

2,292 

Payments 

3.  Private 

4,653 

2,222 

- 

2,973 

7,828 

4.  Official  and  banicing  institutions 

39,804 

- 

- 

iiiSl 

Total  capital  payments 

-4-4jl4 5 7.. 

13.816 

- 

2,973 

—13j212 

Net  capital  transfers 

-40,739 

-1,840 

+  13,342 

+14,433 

-10,787 

Source:  Government  Statistician,  Economic  Survey  of  Ghana ,  1958 
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1. 


A!  PEI  DIX  V. 


PUBLIC  DEBT . 


£  (million) 


31st 


External  nebt : 

.  Funded 

4£f  Inscribed  Stock  1956 
3/^  Conversion  stock  195l+-59 
3,1  Inscribed  Stock  1963 
4^ rfi  Inscribed  Stock  1960-70 

Total  External  Debt 

Internal  Debt : 

4;J  Stock  1966-73 
3y/:  Stock  1968-74 
Registered  Premium  Bonds 

1954- 64 

Bearer  Premium  Bonds 

1955- 65 

Loan (Development  Fund)  1956 
Takcradi  Barbour  Extensions : 
£2.3million  1951-*  52  Loan 
£l . ' "  1952-53  Loan 

£1.2  '«  1953-54  Loan 

£0.3  "  195k- 55  Loan 

Railway  Improvements : 
£2.2million  1952-53  Loan 
£2.6  »  1953 -5b  Loan 

£1.4  "  1954-55  Loan 

Trans  Volta  Development: 

£0.3  million  1953-54  Loan 
£0.7  "  1954-55  Loan 

£2.0  "  1956  Loan 


Total  Internal  Loan 


Total  Public  Debt 


Earch 

30th  June 

30th  June 

30th  June 

1956 

1957 

1958 

4.6 

0.6 

— 

- 

- 

2.0 

2.0 

2.0 

2.0 

1.2 

1.2 

1.2 

1.2 

0.4 

3.2 

3.2 

3.2 

0.5 

0.5 

0.5 

0.5 

l.C 

1.0 

1.0 

1.0 

0.5 

c.5 

0.5 

- 

0.5 

0.5 

— 

- 

4.0 

4.0 

4.0 

2.0 

1.9 

1.7 

1.6 

1  0 

E-  •  J 

1.2 

1.2 

l.l 

1.1 

1.0 

1.0 

0.9 

0.4 

0.3 

0.3 

0.3 

2.0 

1.9 

1.8 

1.8 

2.5 

2.4 

2.3 

2.2 

1.2 

1.3 

1.3 

1.2 

0.3 

0.3 

0.3 

0.3 

0.7 

0.6 

0.6 

0.6 

2.0 

1.9 

1.8 

13.5 

19.4 

18.9 

17.3 

21.9 

22.6 

22.1 

20.5 

Source:  Government  of  Ghana :Ihe  Financial  Stat.v.cnt 
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(  All  the  current  debt  is  owed  to  CEB) 
excluding  external  debt. 


APPENDIX  VI 


GROSS  NATIONAL  PRODUCT 


Year 

Total 

Gross  National 
Product 
£  (million) 

Estimated 
Midyear 
Pooulation 
(000 s ) 

Gross  National 
Product  per 
Capital 

•u 

1950 

187.9 

4,275 

44 

1951 

229.6 

4,342 

53 

1952 

23S.  8 

4,409 

54 

1953 

247.1 

4,478 

55 

1954 

282.7 

4,548 

62 

1955 

272.7 

4,620 

59 

1956 

257.9 

4,691 

55 

1957 

270.7 

4,763 

57 

Source:  Ghana  Economic  Survey,  1957 


